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New! Nash Power Steering, optional on 
Ambassador models. You park, turn and 
travel with real fingertip ease. Dual-Range 
Hydra-Matic Drive is available, too! 


Nash Motors, Division Nash-Kelvinator Corporation, Detroit 32, Michigan 
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The Travelingest Car "ter Bult! 





The 1953 Nash Ambassador “‘Country Club,” styled by Pinin Farina, Hood ornament designed by Petty, white sidewalls, optional. 


a THOSE who travel a lot and like it—there’s nothing 
to match the new 1953 Nash Airflyte. 

See it now. You'll say that the 1953 Nash is the 
“travelingest car ever.” Try its sensational new power 
and economy, its matchless ride. Here are the widest 
seats and the greatest eye-level visibility with the world’s 
widest one-piece windshield. There’s room aplenty for 





None as new as 


Home-on-the-Road... available for every- 
one who travels .. . for hunters, fishermen. 
Exclusive Reclining Seats adjust to five po- 
sitions, even become Twin Beds in seconds. 





your luggage, and its Weather Eye Conditioned Air 
System provides all-weather living room comfort. 

Let your roving dreams come true. See the beautiful 
new 1953 Nash Airflyte, Pinin Farina’s latest styling 
triumph. Let your Nash dealer show you how won- 
derful life can be wherever you travel—with you at the 
wheel of the new 1953 Airflyte! 


for 1953 
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Great Cars Since 1902 





3 Great Engines: /n the Ambassador, you 
can have Super Jetfire or the optional new 
“Le Mans” Dual Jetfire engine. In the 








Statesman, it’s the new Powerflyte engine. 
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Ever hear the real story behind those dots on 
a U. S. map? 


A story that begins with local facts, figures, 
and people—the kind of information a busi- 
messman needs who’s in search of the right 
location for his plant or office—one which in- 
cludes friendly acquaintance with key people 
who determine the “feel” of any community. 


We know this story—and we'll be glad to tell 
it to you. Many of our officers travel the 
country constantly, visiting our customers, cor- 
respondent banks, and new business prospects. 


Relocation advice and help—another service to American Businessmen 


BANKERS TRUST COMPANY 


16 WALL STREET, NEW YORK, N. Y. 


Member Federal Deposit Insurance Corporation 


“Vision is Indispensable to Progress’’ 





Nothing like knowing the neighbors before you move... 


They know the territory you are considering. 


They are on a first-name basis with many of 
the people you will want to know. 


Opening a new market or settling your busi- 
ness in a new location—two more places where 
“Vision is Indispensable to Progress.” 


If you are now facing either of these problems, 
it may pay you to drop a note to our Vice Pres- 
ident in charge of the Out-of-Town Division. 
He will gladly go over the problem with you 
at any time—without obligation of any kind. 


































Cessna Celebrates the ‘'Golden Year of Flying’”’ With | 


Greatest Achievement ir 


“Cessna’s history extends through forty-two of fybusi 
A STATEMENT - ing’s fifty years. And through it all, we have hypo 
FROM just one dream ...one aim... No 


DWANE L. WALLACE “*...to make flying so safe—so easy—so comfortaljith 


and convenient that the business airplane would beconfihe | 
as useful and accepted as the business automobil 








(PRESIDENT, CESSNA AIRCRAFT CO.) 
About a Fast, Modern, All- 





eet Athenee tee ““We’ve made great progress in this. Today, thei 
Small Businesses as well Cessna 170 is America’s largest-selling personal anj re 
as Large. company airplane and Cessna 170 and 190 Serig 








airplanes are being used by thousands of ordinay§!¥ 
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ALL-NEW SILHOUETTE—from the spinner on nose 
to the new “square” tail design which was 
adapted from Jet aircraft. This tail assembly in- 
creases speed by eliminating trim tabs and reduc- 
ing “drag.” One of the secrets of the “Golden 
Year” 180's speed and fine flight characteristics 
is its exceptional aerodynamic cleanliness! 


wel 


CONTROLLABLE ALL-METAL, CON- 
STANT-SPEED PROPELLER... 225 
h. p. Continental engine—help give this 
plane a cruising speed of well over 
150 m.p.h....a range of 750 miles. 













- of ‘fy gpusinessn en—not as playthings—but as practical, 
ve hadi sdtable, everyday business tools. 


Now—for flying’s 50th Anniversary—we are ready 
fortabsMrith the greatest business airplane of them all.. 
become new “Golden Year’ Cessna 180! 


mobil ‘While I’ve been proud of other Cessna airplanes— 


ay, thei'm so proud of this one that I want to emphasize 
nal an Mhree things about it personally. 
) Series 


rdinary KRirst SPEED! We have achieved in a relatively low- 





idirplanes for Business! 


priced airplane a cruising speed of OVER 150 M.P.H. 


“‘Second—PRICE! The new 180 sells for $12,950... 
close to ONE-THIRD LESS than any other make of 
airplane in the over 150 m.p.h. class! 


‘‘And third—LANDING, TAKE-OFF AND FLYING 
CHARACTERISTICS! They are outstanding. It’s the 
finest engineered piece of flying equipment ever rolled 
out of the door here at Cessna. Easy to fly and to 
operate out of large fields and small.” 














\ LUXURIOUS CABIN with lots of room for four. Beautiful 
Bupholstery. Smart instrument panel with controlled light- 
ing. Efficient heating and ventilating system — for pertect 
prt at all altitudes;in tlt seasons. 
















CESSNA “PARA-LIFT” FLAPS—reduce landing 
speeds a good 10% —shorten take-offs. Make 
small field landings safe and practical. And 
Cessna’s famous Safety Landing Gear smooths 
out rough fields. 
















Also See 


THE “GOLDEN YEAR" CESSNA 
170— America's largest-selling 
private plane made new and 
better than ever. Lowest-priced 
all-metal, 4-place plane on the 
market... by several thousand 
dollars. 


THE CESSNA 190 SERIES; Luxu- 
rious 4-5 place executive planes. 
America's greatest bargains in 
business transportation. 


Look in the Classified Telephone 
book for the name of your nearest 
Cessna dealer... or write: 


CESSNA AIRCRAFT COMPANY 


DEPT. US-11 
WICHITA, KANSAS 











+150 M.P.H. Cruising Speed 







The March of the News 


The new crusade. A chatter of appre- 
hensive gossip broke out in Washington’s 
Government offices last week . . . It 
centered around one question which, 
though stated in various ways, came 
down to this: : 

“What in the world is this new Eisen- 
hower outfit up to?” 

The Ike Administration was still in its 
infancy . . . But it was beginning to make 
gestures that could change the workaday 
habits of thousands of Government of- 
ficials and the employes who work for 
them . . . “This new Eisenhower outfit,” 
it seems, figures that working for the 
Government is a full 40-hour-week job 
... If the idea catches on, it can do things 
to Washington’s way of life. 


Rise and shine. The capital, for vears, 
has been a 10 o'clock town . . . Most de- 
partment heads have come to regard 
that as the starting hour for their daily 
appointments . It is the traditional 
time for congressional committees to 
come to order . . . A press conference 
before 10 is a sparsely populated affair. 

To President Eisenhower, 10 a.m. is 
well on toward the middle of the day .. . 
Washington discovered last week that he 
wasn't fooling when he sat down to work 
at 8 a.m. on his first full day in office . . . 
Apparently he expects others to be ready 
for work by that time, too. 

The President set his first meeting with 
Republican leaders of Congress for the 
unbelievable hour of 8:30 a.m. . . . Peo- 
ple had to scurry to keep the appoint- 
ment . . . As one of them rushed into 
the White House, he told a reporter: 

“To make sure I wouldn't be late, I 
bought an alarm clock so big I had to put 
it in another room so the ticking wouldn't 
keep me awake.” 


Quick lunch. Was Ike setting a pattern 
for the rest of the Government to fol- 
low? .. . Could be . . . In fact, it began 
to look that way as soon as Attorney Gen- 


ME | HANDY WAY TO SUBSCRIBE 


eral Herbert Brownell, Jr., issued his 
“Order No. 1.” 

The order pointed out that depart- 
mental hours are 9 a.m. to 5:30 p.m.... 
and said hereafter “abuses of the time 
allotted for lunch” would mean trouble 
for the leisurely luncheoner . . . That 
could be the end of the two-hour lunch 
that has become the high point of the 
day for many Washingtonians—in and 
out of the Government . . . The idea was 
getting around that those bureau execu- 
tives whose desk time has come down to 
10-to-12:30 — lunch — 2:30-to-4:30 were 
about to enter upon unhappy times. 


Bad break. Among Government work- 
ers, the “coffee break” is as much a Wash- 
ington institution as the Smithsonian .. . 
Would that be the next to go? 

New executives seemed to be taking 
potshots at it . . . Brownell’s “Order No. 
1” said: “Hours of duty must be strictly 
observed” . . . Even before that, Secre- 
tary of Agriculture E. T. Benson had told 
his staff the Government expects “a 
day’s work for a day’s pay.” 

Such talk, if carried to extremes, could 
put an end to that 15-minute pause in 
the day’s occupation when one civil 
servant turns to his neighbor and says: 
“Let’s go down for a cup of coffee”... 
The custom, of course, is not limited to 
federal employes . . . It has spread the 
length and breadth of the land and is as 
universally observed in some private 
enterprises as it is in Government depart- 
ments . . . If the “coffee break” is broken 
in Washington, it may well change the 
refreshment habits of a big share of the 
working population. 

Perhaps making it possible for em- 
ployes to drink coffee at their desks may 
be one answer ... That is a growing 
trend in Washington, where coffee-mak- 
ing contraptions are becoming a stand- 
ard part of office equipment. 

That takes care of the coffee . 
what becomes of the break? 


.. But 
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The story of two 





One acted unwisely .. . he always ate 
too much; he tried to lose weight quickly through 
strenuous exercise, self-prescribed drugs, and 
other short-cuts to weight reduction. 


ae is Our country’s Number 
One health problem today. In fact, it is 
estimated that there are about 25 million 
Americans who are burdened by excess 
pounds. 


Medical authorities stress the health haz- 
ards of overweight more than ever before. 
The reason for this is simple: 


Continuing studies show that overweight 
people do not live, on the average, as long as 
those who keep their weight at a desirable 
level. This is because excessive fat tends to 
increase a person’s chances of possibly de- 
veloping one or more diseases of the heart 
and blood vessels, diabetes, liver and gall 
bladder disease and other disorders. 


Overweight may reduce physical effi- 
ciency and often is a serious handicap in 
the event an operation is needed, or an acute 
illness occurs. In addition, overweight is 








apt to place an unnecessary strain on many 
vital organs, especially the heart. It has been 
estimated, for example, that for every 20 
pounds of excess weight, one’s heart must 
serve about 12 extra miles of blood vessels. 
So, it is important to keep a watchful eye on 
your weight and start reducing as soon as 
any unwelcome pounds appear. 


Safe and sensible weight reduction should 
always begin with a visit to your doctor. He 
will examine you and suggest what weight 
is best for you. His decision will be based, 
in part, on your height and age, as well as 
your bone structure and the kind of life you 
lead. 


Nearly all cases of overweight are due to 
eating too much. There are various reasons 
for excessive eating—emotional difficulties, 
for example. Whatever the cause, the doctor 
can usually help you to develop a sound , 
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Metropolitan Life Insurance Co. \ = 
1 Madison Ave., New York 10,N.Y. om \ 


Please mail me a free 
copy of your booklet, = | 
353K, “Overweight.” \ " ss 


fat men... 


One reduced sensibly .. . he consulted 
his doctor about his weight problem, and fol- 
lowed a properly balanced diet to bring his weight 
down gradually, and keep it at a desirable level. 


weight reduction program. This will usually 
include a properly balanced diet; one which 
will bring about the desired reduction slowly, 
usually at the rate of about two pounds a 
week, and also supply the body with the 
necessary protective food elements. How- 
ever, no diet will produce satisfactory results, 
unless there is a determined effort made by 
the patient to reduce. 


With the doctor’s advice and a firm reso- 
lution to cooperate wholeheartedly, an 
overweight person can usually attain the 
desired weight—at which he will look, feel, 
and act best. Remember that proper weight, 
in terms of everyday comfort and longer life, 
is worth whatever effort is required to achieve 
and maintain it. 


Name 





Street. 








City 











Q How popular is beer 
in America today? 
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A Beer is now served in about 
two out of three homes in America. 


Ever since Colonial times beer and ale have been a tradi- 
tional part of American life. For beer and ale are the kind of 
beverages Americans enjoy. They belong—to pleasant living, 
to good fellowship, to sensible moderation. Surveys show that 
62.2 per cent of all Americans serve these beverages of 
moderation in their homes. 

More about the social, economic and historical role of beer 


is presénted in “Beer and Brewing In America.” For a free 






copy write to United States Brewers Foundation, 
21 East 40th Street, New York 16, N. Y. 


United States Brewers Foundation...charterea 1862 {fy 


One of America’s oldest continuous non-profit trade associations 
representing over 85% of the country’s malt-beverage production. 
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( Written for the issue of February 6, 1953, Volume XXXIV—No. 6 


24th and N Streets, N.W. 


Newsgram Washington, D.C. 


On the basis of all present signs in Congress: 

Tax cuts will come before, not after, drastic budget cuts. 

Taxes, for individuals, will be reduced next January 1, if not July 1. Cuts 
for individuals seem more probable January 1 than July l. 

Excess-profits tax, almost surely, will die on July 1 as scheduled. 

Income tax for corporations, very probably, will stay at 52 per cent. Tax 
increase for corporations is unlikely; tax cut improbable. 

Tax-cutting urge in Congress is very deep, and growing deeper. 














Excise taxes on luggage, liquor, other things will not be cut soon. 

Excise cuts, when they do come, will be selective, not general. 

Tax _on capital gains will not be changed much, if any. A gain, to be 
considered long-term, will still have to be on property held 6 months or more. 

Tax-law rewriting, on broad scale, is not now in sight. 

Tax-law administration, however, gradually will change. Tax rules may 
face gradual revision to resolve more doubts in the favor of the taxpayer. 

Taxpayers will not be considered, ipso facto, to be crooks. 

















Bear this in mind: Tax changes, in the end, will largely be shaped by the 
Senate, not the House and not the White House or Treasury. 

Tax views of the Senate Finance Committee are quite conservative. 

The House, probably, will vote a cut for individuals of about 1l per cent, 
effective on one half of 1953 income. The Senate, probably, will let the 
ll per cent cut, called for by present law, take effect January 1 rather than 
moving it ahead to July 1. Cuts, either way, lie ahead. 








Budget cutting will be less hurried than tax cutting. 

Eisenhower, probably, is in trouble on big-stale budget cutting. 

Cuts, to be effective, will call for much Government reorganization. 
Congress leaders, in a fast play that Ike accepted, are fixing it so that a 
reorganization plan can be blocked by a majority of those present in either 
house of Congress. That looks reasonable, but :*'s loaded. 

Logrolling is made easy to save pet projects, to keep the White House from 
reorganizing some Government functions or personnel out of existence. 

Ike's White House aides are slow to catch on to ways of Congress. 











A budget balance, the way things are going, seems more remote. 
Budget cuts, probably, will center in foreign aid, be small elsewhere. 
Budget cutting of 3 to 4 billions in a 78-billion budget may be all there is. 











(over) 


é U. S. NEWS & WORLD REPORT (No part of this or any other page may be reproduced without written permission) 











NEWSGRAM--TOMORROW-- (Continued) 


Tax cuts, now shaping, are likely to cost 3 to 4 billion dollars. 

What you may come up with in Ike's first full budget year is this: 

Income 65 or 66 billions. Outgo 74 or 75 billions. Deficit 9 billions. 

That's the problem, and it will not be corrected by wishful thinking or by 
"soft" policies in making cuts in projects individual Congressmen favor. 

Budget balancing before tax cutting is a Slogan, not an actuality yet. 


What stands out after two short weeks is this: 

Eisenhower is slow to assert leadership over Congress. Ike wants to work 
in harness with the Republican leadership, not to get far out front. 

Congress, always jealous of its powers, senses an opening and tends to take 
the ball. There's secret satisfaction in tripping up the White House. 

Ike is sincere. Congress tends to be somewhat cynical. 

Presidents, to be leaders of Congress, always find it necessary to get 
public opinion built and focused behind them. It's a flair and an ability that 
Mr. Truman lacked. General Eisenhower still has to reveal it. 


Salary controls will end formally after April 30. Wage controls will, too, 
barring some very unexpected development. They're as good as dead now. 

Rent control will be left largely to the States and cities. 

Commodity controls will be removed quite rapidly as abundance returns. 

Control powers, probably, will be placed by Congress on a stand-by basis, 
to be restored in event Congress should declare an emergency. 

















In other fields of policy, as they are becoming more clear: 

Farm prices: Government supports will be used this year and next. 

Old-age insurance: It's very unlikely that Congress will turn this plan 
into a relief plan with uniform benefits for all, no so-called reserve. 

Unemployment insurance: No change. Disability insurance: None planned. 

Interest rates: Trend is up, Slowly, slightly. Savings bonds: If the 
terms are made more attractive, present bondholders will benefit, too. 

Mortgage credit: Trend is toward tighter terms. 























A big new offensive in Korea seems to be a receding prospect. 

Korean war, probably, will be stabilized, permitted to simmer. Korean 
troops gradually will take over all or almost all of the ground fighting. 

The conclusion: You cannot hurt China or Russia very deeply through a war 
in Korea. Blockade and diversions offer more opportunity for making war costly 
enough to induce the Communists to deal. An offensive, on the ground in Korea, 
would cost heavily in casualties; would not bring a decision. 

Outlook: More of the same, maybe with some embellishments. 

















Dulles, in Europe, will get some promises of more co-operation. 

France, in the end, will go along with a European Army. Germany, very 
probably, will, too. Britain is more aloof but will make some concessions. 

U.S., with a change in Washington, is less afraid to ask for something 
tangible in exchange for billions in aid. Taxpayers have put 30 billions in 
Europe since the war. The feeling is that there should be some return. 

As for Stalin: He's in real trouble. He's enjoying another crisis in 
Communism while waiting for the crisis to develop in capitalism. 
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a Son, I’m glad it was your pants and not you that 
got ripped. After this, be careful where you play!” 


Accidents have a way of happening in business, too... 
and that’s when you're glad you had the foresight to place 
your workmen’s compensation insurance with a reliable 
organization such as Hardware Mutuals. 


Hardware Mutuals make ‘every effort to pay workmen’s 
compensation claims promptly, having found by experience 
that this helps relieve the injured employe of financial worry, 
speeds recovery and promotes good-will. In addition, you 





“HONEST, DAD, | DIDN’T SEE THE NAIL!” 





get the services of our experienced loss prevention special- 
ists in eliminating hazards that might cause future accidents. 


Ask your friendly Hardware Mutuals representative for the 
whole story, iticluding our policy back of the policy® that 
assures you fast, nationwide, day-and-night service. Divi- 
dend savings returned to policyholders since organization 
total over $110,000,000. 

Here’s what to do. Phone Western Union by number, ask 
for Operator 25, and say you'd like to have the name and 
address of your nearest Hardware Mutuals representative. 


Jnsurance for your AVTOMOBILE...HOME...BUSINESS 


Hardware Mutuals. 


Stevens Point, Wisconsin - Offices Coast to Coast 


% HARDWARE MUTUAL CASUALTY COMPANY - HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY 














No Honeymoon for Ike . . 
i ere 


President Eisenhower is opening his 
Cabinet meetings with a short prayer. 
Ezra Benson, Secretary of Agricul- 
ture, follows the same custom in 
opening his staff meetings. The Eisen- 
hower team is deeply sincere in its 
effort to do a job. 


x * 


Ike is getting no honeymoon from a 
Republican Congress. Senators, after 
forcing businessmen to sell stock hold- 
ings before getting top defense jobs, 
now promise to clip the President’s 
power to reorganize the Government. 
The fear of some key Republicans in 
Congress is that Eisenhower really 
desires to make drastic cuts in Gov- 
ernment jobs. 


x & & 


Senator Leverett Saltonstall, chair- 
man of the Senate Armed Services 
Committee, is being criticized on the 
ground that he gave only a minimum 
of guidance to businessmen seeking 
approval of his Committee for high 
Government posts. Democrats on the 
Committee enjoyed something of a 
field day. 


x kek 


The patronage line in the new Admin- 
istration, patterned under the influ- 
ence of Thomas Dewey of New York, 
gives first crack at big jobs to “IBC” 
men—Ike Before Chicago. Taft Re- 
publicans still are not fully satisfied 
with their lot. 


x * * 


Oveta Culp Hobby, new head of the 
Federal Security Agency, is the first 
of the Republican administrators to 
win the plaudits of her staff. Word is 
being passed that Mrs. Hobby makes 
more decisions in a day than had been 
made in a month, that she’s business- 
like and fair. 


xe 


Some Cabinet members are taking 
the Eisenhower ukase on secrecy so 
much to heart that they’re afraid to 


10 


Whispers 


[What appears on this page is reported in Washington and other news centers] 


Dulles Breaks Bread 


tell even their top aides what’s going 
on. Even so, Ike is discovering that it 
is next to impossible to keep any de- 
cision in Government secret for more 
than a limited time. 


x* & ® 


Sinclair Weeks, Secretary of Com- 
merce, hopes in the period ahead to 
promote co-operation between busi- 
ness and Government and to over- 
come the suspicion that was fostered 
during 20 years of left-wing policies. 


x «ek 


Onetime New Deal columnists are do- 
ing their best to get Ike’s top aides 
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and Protocol 





to start a fight among themselves and 
to stir trouble between Eisenhower 
and the Republican Congress. 


x* * ® 


Whether rightly or wrongly, the idea 
persists among Republicans in Con. 
gress that President Eisenhower, who 
is 62, is planning to be a one-term 
President and that Thomas Dewey, 
now aged 50, will get another chance 
at the Presidency in 1956. 


x kk 


John Foster Dulles, Secretary of 
State, is under fire from some diplo- 
mats at home and abroad because he 
used plain instead of fancy words in 
explaining this country’s foreign poli- 
cy. Mr. Dulles is criticized, too, be- 
cause he ate dinner with a diplomat 
who is No. 31 on the protocol list 
before having dinner with the diplo- 
mat who is No. 1. 


x kk 


Henry Cabot Lodge, Ambassador and 
U.S. Delegate to the United Nations, 
is taking on an independent and high- 
ly important status. The former Sen 
ator is to attend meetings of the 
Eisenhower Cabinet. He is speaking 
on his own as a representative of U. 8, 
rather than as a spokesman for the 
State Department, in U.N. affairs 
Diplomats wonder if a question of 
jurisdiction may not arise betwee 
Lodge and Secretary of State Dulles. i 





x *& @ 


The idea that the U. S. lacked author- 
ity to fire its citizens employed by the 
U.N., even when their loyalty wasin 
question—an idea that has governed 
—now is in the discard. A cleanup o ¥ 
the U.S. staff is being pushed, on the F 

basis of FBI investigations. F 





x * * 


Generalissimo Chiang Kai-shek, lead- 
er of Nationalist China is urging a0 § 
alliance in the Far East of Japat, = 
Korea and Nationalist China in opp 
sition to Communist expansion. 
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T’s THE different way Better Homes & 
Gardens is edited that makes its readers 
the BUY-minded millions they are. 


BH&G devotes every page and paragraph 
to news, notes and practical suggestions 
on things to try—things to BUY—to make 
living more fun, life more complete. 


That’s why BH&G’s 334-million families are 
those with BUY on their minds—with the 
yen and the wherewithal to act on that 
BUYological urge. 


That’s why you know you picked the 
right book, when this big-time salesman 
is selling your brand. 
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More advertising dollars per 
issue were spent in BH&G than 
in any other magazine. (Ist six 
months 1952.) 


More dollars of advertising, 
more lines of advertising and 
more pages of advertising were 
pr eel in BH&G than in any 
other major monthly magazine. 
(1st six months of 1952.) 
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PATCHING UP 
EUROPE’S ‘MESS’ 


Dulles Battles French Fear, German Doubt, British Delay 


Notice to Europe: Get going or lose out. | Britain. 
_ That's the real meaning of the Dulles trip. 
Goal is to get Western defense plans off dead 
enter. Allies are warned to stop bickering 





PARIS 


John Foster Dulles, taking a look at 
Europe for President Eisenhower, finds a 
mess that he intends to clean up promptly. 

The Europe that was to get together 
for self-defense in the West shows signs 
of falling apart. 

Eisenhower, as a general, helped to 
forge the plans for a united European de- 
fense that was to bring German di- 
visions into a European Army. 

Eisenhower, as President, finds 
the Army plan has been stalled ever 
since he left Europe eight months 
ago. Nations that are to contribute 
troops to the European Army are still 
balking over their own plan. 

Time for action. Now Dulles is 
telling them that the time for quick 
action is here. Specific notice is be- 
ing served on Britain, France and 


promptly to pull together, the U. S. 
may tire of putting more money and 
arms into Europe. 

His notice is beginning to stir up 
a mood for co-operation. France, the 
keystone of European defense plans, 
publicly resents pressure from Wash-- 
ington. Privately, however, French 
officials feel Dulles is doing them a 
service. French leaders have long 
been warning the reluctant National 
Assembly that refusal to set up a 
European Army might produce a 
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change in U.S. policy that would hurt 
France more than German rearmament 
would hurt her. Dulles now has rein- 
forced this line. 

Britain, tending to take it easy on an 
arms program and to concentrate on its 
export business, protests that Dulles is 
pushing too hard and too fast to force 
Europe to unite. But, in France’s view, 


Staff Photo-USN&WR 


JOHN FOSTER DULLES 
. . . Straight talk for Europe 


paper. Old fear of « 





Britain has been holding back too much 
from European co-operation, and the 
French welcome this new U.S. pressure 
on the British. 

Dulles is making his points again in 
face-to-face talks with European leaders 
and his trip is giving Eisenhower's Ad- 
ministration a good, hard look at the 
things that are messing up Allied co- 
operation in Europe. 

As U.S. Secretary of State, 
Dulles represents a nation that has 
put some 400,000 armed men and 
nearly 30 billion dollars into West- 
ern Europe since the end of World 
War II. Europe has been helped 
to recover and helped to pay the 
costs of rearming itself. 

Americans hoped that as Euro- 
pean nations got back on their feet 
they would be more willing to work 
together-on defense, and to unite in 
solving problems of trade restrictions 
and weak currencies. They promised 
as much. 

Disunity. Instead of more and 
more co-operation, Dulles finds a 
tendency toward more and more 
quarrels. 

France is afraid that, if she goes 
into an Army partnership with Ger- 
many, the Germans soon will become 
the senior partner and will want to 
pull out of the joint Army. Then, the 
French fear, the Germans may jump 
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What Dulles Is Up Against 








IN GERMANY 


Chancellor Adenauer, 
friend of U.S., is in trouble. 
Plans for a rearmed West 
Germany are tangled in 
arguments among Allies. 
Berlin is a real crisis area 





IN FRANCE 


Premier Mayer 


Army. 
strong 
West's unity. 


finds 
finances are in a mess and 
no solution is in sight. 
France demands more 
arms, more aid from U. S. 
to get going on a European 
French fears of a 
Germany hamper 














IN BRITAIN 
London wants strong U. S. 
backing in the Middle East. 
Prime Minister Churchill 
wants U.S. to go slow in 
Korea and concentrate on 
a strong Europe. But the 
British don’t want to join 
in a European Army. 








Photos: Katherine Young, Harris & Ewing, United "ress 
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on France again as they have three times 
in three generations. To be safe, the 
French want Britain in the European 
Army to help keep Germany under 
control. 

Britain is saying “No.” Prime Minister 
Winston Churchill often has preached 
European unity and warned of the Soviet 
menace. But he and his Government have 
no idea of putting British forces under 
command of a superauthority such as that 
laid out to boss the European Army, 

Germany’s Chancellor Konrad Ade. 
nauer wants to go ahead with the Euro- 
pean Army. Germany’s reviving industry 
is making the country strong again, and, 
as the Germans stride ahead, they want 
more freedom and a voice in running 
their affairs. They suspect that France 
and Britain are deliberately holding out 
on the Army plan to keep Germany from 
the equal position she desires. 

As a result, the European Army- 
planned as a way to beef up European 
defense with 12 German divisions—is 
teetering on the edge of failure. 

France’s difficulties. Dulles is finding 
the French in the middle of their annual 
argument about taxes and the budget. 
French money, plainly, is not forthcom- 
ing to buy arms on the scale that seems 
necessary to military planners. France’s 
fiscal system is a hodge-podge under 
which taxes are widely evaded by some 
groups. 

Any Government that tries to plug the 
loopholes and to raise enough money to 
meet all French responsibilities runs a 
risk of being turned out of office. 

Amounts proposed for French defense 
this year, already cut once, will allow 
France to keep only the Army she has. 
Nothing is allotted for expansion to keep 
French promises of 12 combat divisions 
and 12 reserve divisions for Europe's de- 
fense. 

Under pressure from Dulles, the Ev- 
ropean Army Treaty has been brought 
out of a pigeonhole by the French Cabi- 
net. Now ratification is up to the National 
Assembly. Foreign Minister  Bidault 
thinks he can push the Treaty through 
with a thin majority. His problem is to 
win more wholehearted approval, so that 
the French people and French profes- 
sional soldiers will willingly accept the 
Army plan. 

Many lawmakers in the Assembly now 
are more disposed to argue about the 
Treaty, and to delay it, than to vote for 
it. Bidault’s word for Dulles is that signs 
of increased British co-operation, which 
France is trying to get, would swing the 
desired big majority. 

Dulles kzows the British have prom- 
ised to keep troops on the Continent to 
help defen'd it and have made informal 
promises to help the European Army. 
France wants it all in writing. 
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the The U.S. Secretary of State now is go- IN GERMANY, FRANCE, BRITAIN: HEADACHES 
A ing about the business of mending all - +s 
ean these differences. He is telling the Euro- fF yf a ! 
der yeans that, unless they get going quickly, 
; the continued aid they want will be a 
te sky proposition before a U. S. Congress 
red that is in a critical mood and is inclined 
bs to hold down on more U. S. giving unless 
ris it sees some results. 
der Reaction. The immediate result is a 
hat case of jitters among European leaders. 
Many of them would like to hurry to 
de. Washington to talk and to get reassur- 
ved ances from President Eisenhower. Dulles 
try is telling them, however, that the Presi- 
nd, dent is in no position to make promises. 
ant He wants visitors from Europe to post- 
ing pone their trips. , 
es Dulles’s argument that more aid may 
fon be difficult to get becomes a powerful 
- force among Europeans who still need a 
. great deal of help — the - S. mr 
an Be isee te the Middle na. on THE RUHR: INDUSTRIAL STRONG POINT—IF USED 
m British interests are in serious trouble and 
| where the British spend considerable 
ng amounts of money to maintain troops and 
ual bases. He wants the United States to con- 
et. tinue concentrating on defense of Europe. 
val U.S. military aid to the British is still 
- flowing and is a big help to Britain. 
ad French Premier René Mayer wants a 
ler good deal of U. S. arms and money. Costs 
es of fighting Communists in Indo-China 
are heavy. France needs still more aid so 
he she can strengthen Indo-Chinese native 
to troops and bring home French troops. 
a The French want the U.S. to buy arms 
from them, to help build up a French 
se arms industry. 
* Adenauer wants to be sure the U. S. is 
as. willing to provide all the guns and tanks 
ep he will need to equip 12 divisions. He 
= ! wants U.S. help in caring for refugees. 
e- There are signs that Berlin may once _ = — 
more be cut off by a Soviet blockade, and FRANCE HAS ARMOR READY TO ROLL—BUT WILL IT? 
u- Adenauer wants U.S. power behind him 


ht if that happens. 
M- “Tough” Dulles. Dulles is being 
al rather hard-boiled as he lays his ideas 


ilt before European leaders in direct con- 
zh versations with them. Dulles wants them 
to to realize that the new U. S. Administra- 
at tion means business, and that it will 
s- make other plans if united European de- 


ne ~% fense shows no prospects of success. 

As Dulles goes from capital to capital, 
WW he is assuring the Europeans that, if they’ 
he do compose their quarrels, the U. S. will 
or stay to help them out and that U. S. aid 
ns will not dry up suddenly and completely. 





ch Chances“ are that, despite Europe’s 
ne quarrelsome mood, the Europeans will 
patch things up this time just as they 
n- | have in the past. What they learn from 
to | — Dulles is that the mood of the U. S. Con- 
al _ Stess makes it imperative for them to 
y: hurry up or take a chance on deep cuts ~British Information Services 
5 m American aid. BRITISH EXPORTS: VITAL—PREFERRED TO DEFENSE 
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Brownell’s Big Battles: 


GRAFT, COMMUNISM, MONOPOLY 


He Gets the Government's Cleanup Job 


Keep an eye on the Justice De- 
jpartment. It draws a top job 
\under Eisenhower—to clean up 
“the Washington mess.” 

Brownell is to go after Com- 
munists, grafters, antitrust-law 
cases, all sorts of corruption. De- 
partment lawyers and the FBI 
are under new orders to get the 
job done. 

Some old skeletons will 
coming out of closets. 


be 


The assignment to do a national 
cleanup job is being given to Herbert 
Brownell, Jr., a Nebraska-born New 
Yorker. It is the hot spot of the new 
Administration. It affects a topmost 
campaign pledge. 

Grafters, tax dodgers, trust-law viola- 
tors, gangsters, Communists, all these 
and more are the concern of the Attorney 
General. Brownell is getting the job with 
instructions to clean up old messes and 
to head off new ones. 

For 20 years, one party had held 
power in the nation. During that time, 
750 billion dollars had been spent. 
More than 500 billion dollars had been 
collected in taxes. 

Such huge amounts of money, investi- 
gations by Congress reveal, attracted all 
sorts of crooks who tried to get their 
hands on either the output or the intake 
valve. Sometimes they succeeded. 

Five percenters got fees for fixing 
contracts. Some Government officials ac- 
cepted gifts in return for favors. Others 
dabbled at the business of setting up 
Government loans for favorite friends. 
All along the line, men tried to get at 
the billions of dollars Government was 
handling. 

Gangsters sought tax favors and made 
terms with politicians. Some tax off- 
cials ran businesses on the outside and 
expected taxpayers in théir jurisdiction 
to deal with them. All kinds of dodges 
were worked out as shady politicians 
crowded their way into office and made 
deals with friends. 

Taxes, for a favored few, were fixed. 
Some taxpayers were shaken down by 
officials. Men who knew the right people 
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sometimes could forget about the law. 
But the businessman who did not know 
the right people often found himself fac- 
ing a criminal indictment. And Commu- 
nists wormed their way into high places. 

In the Justice Department, Brownell 
is moving into the central control spot 
for dealing with all these activities. He 
is taking over the huge law-enforcement 
machine of the nation. Under him is the 
FBI and an army of lawyers to bring 
gangster, tax dodger and antitrust vio- 
lator, alike, into court. He is sure to 
find himself in the middle of controversy. 









ment of political hacks to law-enforce. 
ment jobs could create scandals in the 
Administration. 

A new recruitment program is being 
inaugurated to attract top-notch young 
lawyers. The idea is to make such jobs 
places to be sought by brilliant young 
men when they finish law school. 

These decisions represent only the 
first stages of Brownell’s approach to his 
problems. The job swarms with a mult- 
tude of difficulties. 

The Attorney General is legal adviser 
to the President, chief prosecutor for the 


How Wheels of Justice Turn 


Kept, Lae h 


It takes an average of 2 years to dispose of a 


civil case in federal court, with ty 
in some judicial districts 


to years 


It takes from [J to [J months to dispose of most 


criminal cases 


Source: Justice Dept. 


As a start, the new Attorney General 
is making these decisions: 

The FBI under J. Edgar Hoover is be- 
ing given broad authority to root out 
Communists in Government and to en- 
force all laws. There is no disposition to 
hold back where friends might be in- 
volved. 

District attorneys are to be required 
to devote full time to the work of being 
Government prosecutors. In the past, 
most of them have continued in private 
practice. Some gave only casual atten- 
tion to public law enforcement. 

Tax cases are to be moved on to quick- 
er decisions. There is to be closer co- 
operation between the Treasury Depart- 
ment, which initiates tax cases, and Jus- 
tice, which prosecutes them. Deals to 
fix taxes are out. 

Department lawyers are to be chosen, 
so far as possible, on merit rather than 
political ties. Brownell is pointing out 
to Republican Senators that the appoint- 
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Government, and has at his disposal the 
biggest detective agency in the world. 
He has a hand in choosing judges and in 
filling of thousands of lesser legal jobs. 
All of these things can breed trouble. 

Legal advice to the President is to 
take a different tone from that given to 
President Truman. Brownell does not 
believe that the President has implied 
powers under the Constitution — that 
would permit him to seize industrial 
plants in the absence of statutory law. 
He has given congressional committees as- 
surance that the new Administration will 
not grasp for new executive powers. 

As chief prosecutor, Brownell faces 
one of his most difficult tasks. He must 
decide the over-all policy to be followed 
in prosecuting antilrust suits and in fix- 
ing the line on tax claims. In these, 4 
punitive attitude toward business cat 
multiply the number of criminal cases; 
a friendly attitude can change mally 
of these cases into civil suits. 
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In the antitrust field, Brownell’s 
course appears to be one of continuing 
to enforce the laws wherever he finds 
violations. But the laws are not to be 
ysed simply to harass businessmen and 
there are likely to be fewer criminal 
wits than in the past. 

At the moment the question of 
launching an inquiry to decide whether 
even big oil companies are illegally 
combined in a world monopoly is being 
held up to give Brownell a chance to 
lok into the evidence. The Attorney 
General has 90 days in which to decide 
whether there should be a grand-jury 
investigation. 

Brownell also must decide whether 
to continue surveys that are being made 
into 20 industries to see if antitrust suits 
are warranted. 

On taxes, the impression is gaining 
ground that the days when such cases 
might be fixed are at an end. And 
here, as in some other fields, Brownell 
has spread the belief that it is the big 
malefactor who is to be most vigorously 
sought out. 

Communists can take no comfort from 
Brownell’s appointment. No letup in 
their prosecution is in sight. Cases now 
pending in different sections of the 
country are to be pushed. 

Tight co-operation with the FBI all 
along the line is promised. This goes for 
Communists in Government as well as 
for violators of other laws. There have 
been times when the FBI found road 
blocks in its way. Particularly was this 
complaint raised in connection with the 
theft of ballot boxes from the courthouse 
in Kansas City several years ago. 

Additional judges and district attor- 
neys may be sought by Brownell in an 
effort to ease the strain on the present 


crowded courts. (See charts.) There are - 


upward of 166,000 cases of various kinds 
now pending in federal courts. It takes 
from one to six months to get a criminal 
case through the courts, and from one to 
five years for a civil suit to be tried. The 
time depends. on the section of the coun- 
try in which the case comes up. 

Patronage problems will be in- 
creased if additional jobs are created. 
And these problems are not the least of 
Brownell’s worries. Senators like't: © ve 
a hand in picking judges, district ....or- 
neys and U.S. marshals. 

Once Brownell gets his staff into 
shape, however, he will be in position to 
drag skeletons out of closets. Some think 
there are plenty to be found. 

A new driving force is back of law 
enforcement. Brownell is eager to get 
his staff and go after the offenders. His 
Is the job of cleaning up the mess in 
Washington and he wants to get on with 

€ assignment. A great many campaign 
Promises are involved. 
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Here’s the Law-Enforcement Load 
A New Attorney General Takes Over 


—— 
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Antitrust cases » 137 





Tax cases * 78,000 





—S Criminal cases - 18,000 





Claims against U. S. 





» 21,000 


——=._ Claims by U.S. 





» 38,000 





Land cases > 11,200 


Immigration and 
naturalization 
Investigations 











» 121,000 








And the cleanup crusade is yet to come | 


Source: Justice Dept. © 1953. Bv U.S. News Pub, Corp. 
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THESE MEN RUN THE 83d CONGRESS |" 


They Decide What Laws Are Voted On, Who's Investigated 





Dwight Eisenhower, as Pres- 
ident, must depend upon a 
Republican Congress to give 
him what he wants. 

Congress, controlled by Re- 
publicans, already is giving 
the President trouble. 

In Congress, much power 
rests with the chairmen of the 
major committees. These men 
can guide and help a Pres- 
ident, or they can hinder and 
resist him. 

It is Congress that will de- 
cide whether taxes are to be 
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cut and how much, whether 
economy is to be practiced, 
whether farm prices are sup- 
ported, whether Government \ 
really can be reorganized and I 
whittled down, whether men 
are confirmed for big jobs. 

Ike proposes, Congress dis- 
poses, and Congress under 
new Republican leadership is 
showing independence. 

You get here a picture of 
the men who have most to say 
about what Congress does 
and does not do. 
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SPENDING TAXING ——— 
* 
BRIDGES TABER MILLIKIN DANIEL REED 
Senate Chairman House Chairman Senate Chairman House Chairman 
John Taber, 72, a veteran of 30 years in Congress, Daniel Reed, 77, hard-crusted New Yorker, heads 
hard-bitten economizer, heads the House Appropria- the House Ways and Means Committee. He decides 
tions Committee. He has his ax poised. whether tax bills are to start through Congress. 
Styles Bridges, 54, regarded with less awe by ap- Eugene Millikin, 62, balding and heavyish, heads 
propriation seekers, is the Taber counterpart in the the powerful Senate Finance Committee. This is the 
Senate. He is promising big spending cuts. Committee that usually writes final tax laws. 
If Republicans are to cut spending 5 to 10 billion The White House wants tax cutting to wait on 
dollars as promised, these are the men who must lead budget cutting. It has been 15 years since the White 
and direct. There will be loud cries. House really decided tax policy. Congress does that. 
Billions will have to come out of foreign aid, out Dan Reed wants to start tax cuts now, effective 
of military funds. Pet projects will be squeezed. July 1. His is the power to start the ball rolling. But 
There will have to be firings, smaller Government. Eugene Millikin probably will determine whether 
Inside betting is that cuts, in the end, will be mod- that ball will keep rolling. 
est, not drastic. Excess-profits tax, by present law, ends July 1. 
Cuts affect projects in many parts of the country, Only positive action by Congress can keep it on the 
hurt some lines of business, take away some free serv- books. Personal-tax cuts come next January 1. Ques- 
ices. Budget cutting always has appeal in theory, but tion is whether personal cuts should be moved up to 
it often meets obstacles in practice. July 1. Tax relief is popular. Ike may not stop it. 
osc 4 —_ 
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SALTONSTALL 


Senate Chairman House Chairman 


Dewey Short, 54, former Methodist minister from 
Missouri, heads the Armed Services Committee of the 
House. He will hold the power of life and death over 
many ideas that spring from the Pentagon. 

Leverett Saltonstall, 60, scholarly and well-to-do, 
is chairman of the corresponding Committee in the 
Senate. No rough-and-tumble man, he finds his forte 
in managing to get along with nearly everybody. 

In his first test in Saltonstall’s Committee, Ike 
found little help from Republican members. His 
nominees for defense posts got a rough going over. 

As for defense policy, Ike is likely to get about 
what he wants. That includes studies aimed at better 
unification of armed forces, support for efforts to 
train and equip South Koreans, continuation of the 
draft. Universal military training, for now, is dead. The 
President does not want it. Defense spending will be 
watched more closely from now on. 














FOREIGN POLICY 





CHIPERFIELD 


House Chairman 


WILEY 


Senate Chairman 


Alexander Wiley, a 68-year-old Senator from Wis- 
consin, holds a key post as chairman of the Foreign 
Relations Committee. In that job, he will have much 
to say about changes in this nation’s foreign policy. 

Robert Chiperfield, 53, a Representative from TIlli- 
nois, presides over the House Committee on Foreign 
Affairs. That Committee’s influence is more limited. 

Wiley is the man who will be consulted at every 
turn by Ike and by Secretary of State Dulles. 

The Dulles line will get support from the Senate 
chairman, and probably from most other members of 
the Committee. Wiley, like Dulles, will favor a tough- 
er foreign policy, no appeasement of Russia, and a 
showdown with allies on their share of the burden. 

With approval from the Senate Committee, foreign 
aid will be tightened. Where aid is given, there will be 
insistence on getting more to show for the money. 
U.S. attitude is to undergo quite a change. 








oo AGRICULTURE 





HOPE 


House Chairman 


AIKEN 


Senate Chairman 





Clifford Hope, 59, a Kansas Congressman who has 
been dealing with the farm problem since the days 
of Coolidge, heads the House Agriculture Committee. 

George Aiken, 60, liberal, profarmer, prolabor, pre- 
sides over the same Committee in the Senate. 

The committees headed by these men handle pro- 
grams that are to become one of Ike’s greatest head- 
aches. Costs of these programs, unless basic farm laws 
are changed drastically, will mount. And there is not 
much likelihood of such changes any time soon. 

Congress will back away from any plan to change 
the system of price supports. As farm prices drop, 
the cost of supports rises, will run into billions. 

It will be hard to sell Congress on any plan to cur- 
tail soil-conservation payments, loans to farmers, or 
other benefits paid by Democratic Administrations. 

The “parity” formula is not likely to be changed. 
Brannan plan is dead. Controls may be reduced. 
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SMITH 


Senate Chairman 


McCONNELL 


House Chairman 


Alexander Smith, 73, who really wanted Senator 
Taft to take the job, has become chairman of the 
Committee on Labor and Public Weltare. One of his 
first problems will be to revise the Taft-Hartley Act. 

Samuel McConnell, 51, a one-time investment 
banker from Philadelphia, holds the corresponding 
chairmanship in the House. 

Labor laws, as always, will produce fireworks. In the 
end, changes are likely to be sparing. 

Ike, as President, will keep a fairly free hand in 
dealing with unions. The Government's injunction 
powers in crippling strikes will continue. Seizure of 
plants, within limits, may be voted. “Closed shop” will 
remain under ban. Wage controls, if voted, will be 
only stand-by. 

Minimum wage is due to remain at 75 cents an 
hour. Industry-wide bargaining probably will not be 
outlawed. 


(Continued on page 20) ==> 
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INVESTIGATIONS 





BANKING 








McCARTHY 


Senate Chairman 


HOFFMAN 


House Chairman 


Joseph McCarthy, 43, the controversial Wisconsin 
Senator, heads the Committee on Government Op- 
erations. He becomes the No. 1 Senate investigator. 

Clare Hoffman, 77, who has no higher opinion of 
most federal agencies inherited from Democrats than 
does McCarthy, has the same job in the House. 

These two, if they choose, can make trouble for 
Ike. The first action of their committees was taken as 
a warning signal that Congress, not Ike, will be boss. 

The committees handle Government reorganization, 
high on Ike’s “must” list. These groups voted to rec- 
ommend that Congress retain power to veto any re- 
organization plan by a majority vote of those “present 
and voting” in either house. Truman’s reorganizing 
power was less restricted than that. 

These also are standing investigating committees, 
with power to reach into any federal agency. There is 
much speculation about what will happen. 
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CAPEHART 


Senate Chairman 


WOLCOTT 


House Chairman 


Jesse Wolcott, 59, a roly-poly Congressman from 
Michigan with 22 years of House service, runs the 
key Banking and Currency Committee. 

Homer Capehart, 55, a wealthy industrialist from 
Indiana, is Wolcott’s counterpart in the Senate. 

They deal with a broad field, ranging from price 
controls to money policy. The ideas of the two chair- 
men seem to be in general accord with those of the 
White House. But Wolcott and Capehart are tough- 
minded men, who think for themselves. 

New debt policies developing at the Treasury, with 





the possibility of a general uptrend in interest rates, 
will get support from the Banking chairmen. Banker 
views on credit policy will be listened to. 

Public housing will be discouraged. Reconstruction 
Finance Corporation will be retained. 

Price controls, if kept at all, will be put on a stand- 
by basis. Material controls will stay on awhile. 
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RULES 





LANGER 


Senate Chairman 


CHAUNCEY REED 


House Chairman 


JENNER 


Senate Chairman 


ALLEN 


House Chairman 








William Langer, 66, an unpredictable Senator from 
North Dakota with 12 years of service, has taken 
over as chairman of the Judiciary Committee. 

Chauncey Reed, 62, a conservative Congressman 
from Illinois with a reputation in constitutional law, 
heads the House Judiciary Committee. 

The House chairman, in all probability, will go 
along with most of the views of the men around Ike. 

The Senate chairman may make trouble. He has in 
the past, for both Republicans and Democrats. In the 
campaign, he backed Stevenson against Eisenhower. 
In dealing with him, Ike will have to watch his step. 

Any proposal from the White House to change 
the antitrust laws may get rough treatment. 

The McCarran-Walter Immigration law probably 
will remain largely as it is. Ike wants changes. 

Reed favors a 25 per cent constitutional limit on 
federal taxes. Odds are strongly against that. 











Leo Allen, 54, an Illinois conservative with 20 years 
in the House, heads the Rules Committee. From that 
key post, he will be in position to flash the green or 
red light, as he chooses, on Administration bills. 

William Jenner, the 44-year-old Senator from Indi- 
ana, has become chairman of the less powerful Senate 
Rules Committee. His job is not comparable to Allen’s. 

The Allen group, as a practical matter, holds power 
of life and death over legislation. This is the Commit- 
tee that decides whether and when bills will get a 
chance on the House floor. Other committees are at the 
mercy of Allen’s group. 

There is no assurance that Allen’s ideas will square 
with Ike’s. Other Presidents have run into trouble with 
the Rules Committee. It’s a real hazard for Ike. 

Jenner's Committee does not channel legislation, 
but has to do with elections, Senate housekeeping, 
authorizing funds for special investigations. 
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PRICE SUPPORTS—A TRAP FOR IKE? 


After all the complaints about Gov- 
ernment spending, about buying and 
destroying potatoes, President Eisen- 
hower finds that, by law, he is now doing 
these things: 

Buying 1.5 million pounds of but- 
ter a day at 67 cents a pound. 
Buying 330,000 pounds of cheese 

a day at 38 cents a pound. 

Buying large amounts of dried 
milk every day at 17 cents a pound. 

Taking wheat by the carload at 
$2.20 a bushel. 

That’s not all. Ike is being forced to 
take corn, cotton and tobacco. He is hold- 
ing 48.4 million pounds of turkeys and 
6.8 million dozens of eggs. Altogether, 
he has more than 1.25 billion dollars 
of the Government’s money tied up in 
the farm products that you see on 
the chart. And he can’t stop. Harry S. 
Truman figured the Government would 
spend about 950 million dollars this 
year in farm price-support programs, 
but the outlook now is that the sum 
will go much higher . 

What's trapped Ike is that the Gov- 
ernment is committed to preventing 
prices of farm products from falling be- 
low levels specified by law. When prices 
fall to those levels the Government steps 
in and buys, or advances loans that farm- 
ers do not have to repay unless prices 
rise. Farm prices have been falling ever 
since 1952 crops were harvested. So a 


Government pledged to cut spending is - 


forced to pour out more aid to farmers. 
Purchases of butter alone are running 
about 1 million dollars a day. 
Government stocks are likely to pile 
higher and higher in months just ahead as 
farmers take refuge in the price-support 
program. Wheat under Government loan 
probably will reach 425 million bushels, 
at a cost of 935 million dollars. Corn loans 
are likely to cover 350 million bushels, 
for 560 million dollars. For cotton, 400 
million dollars may be required to carry 
2.5 million bales. Tobacco probably will 
involve 260 million dollars for 550 mil- 


_ lion pounds, These are the crops that re- 


quire big outlays for support. 

Furthermore, there seems to be no 
relief in sight. Government analysts do 
not expect farm prices to rise over the 
next several months. Beyond that, prices 
will be determined by 1953 harvests. Un- 
less there are crop failures, prices will 
have to be supported at least through 
1954. Ike can’t change that. 
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WHEAT 
342 million bushels 


CORN 
100 million bushels 


TOBACCO 
464 million pounds 


COTTON 
1.4 million bales 


EGGS 


6.8 million dozen 


TURKEYS 
48.4 million pounds 


BUTTER 
42.5 million pounds 


CHEESE 
ee pounds 


DRIED MILK 
72.9 million pounds 


Basic Data: Agriculture Dept. 
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‘Operation Smack’—What ‘Brass’ Saw 
Attack Made Into Show; It Failed, U.S. Lost Face 


ERE IS “OPERATION SMACK’ in pictures 
H —its beginning and its aftermath. 

“Operation Smack,” first planned as a 
small, routine operation in Korea, was 
carried out with some trappings of a 
Hollywood production before an audi- 
ence of generals and newsmen. 

It was complete with brochure giving 
the order of battle, the cover done in 
three colors and handed to the audience 
as a “scenario.” 

But the attack failed. And the opera- 
tion suddenly became a fiasco with in- 
ternational repercussions. 

What happened was this: 

An elaborately co-ordinated attack— 
with 40 planes, dozens of tanks, massed 
artillery and a well-trained infantry unit 
of the 7th Division—was planned to knock 
Chinese troops off Spud Hill, a strategic 
knoll near Chorwon. 

Several high-ranking officers, includ- 
ing two lieutenant generals and a major 
general, plus dozens of other observers, 
were invited to watch the attack. 

The observers were handed a seven- 
page “timetable,” actually a standard 
order of battle always prepared for such 
operations. Then they watched from a 
protected bunker. 

The attack began. Jet fighter-bombers 
blasted Spud Hill, shooting up enemy 
positions. Artillery and mortars pounded 
the hill. Tanks fired at close range. 

Infantry began to move up. There were 
fewer than 200 GI's. 

Then hell broke loose. The Commu- 
nists, still on the hill, lobbed down hand 
grenades and caught U.S. troops in a 
crossfire of machine-gun bullets. 

The attack faltered, pushed to within 
15 yards of the crest, and then broke. 

About half of the infantry troops be- 
came casualties. 

Few were hurt badly, but enough were 
put out of commission to halt the opera- 
tion. In all, 3 were killed and 90 
wounded, 57 of these cut and bruised 
by the rocky climb up Spud Hill. 

The attack, elaborately planned as it 
was, failed, as attacks sometimes do. 

But reactions were unexpected and 
violent. An investigation of this “staged 
show” was demanded in Congress. An 
explanation of why the attack was put 
on with “all the trappings of a theatrical 
performance” was demanded in Britain’s 
Parliament. Questions were raised by the 
press in Paris and Tokyo. 

The attack, becun as a routine raid, 
thus becanie a: international issue. 


22 


te a 5 





SPUD HILL & ‘SCENARIO TIMETABLE’ 


. .. like a Hollywood production? 
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CASUALTIES—THE AFTERMATH OF ‘OPERATION SMACK’ 


...0n the home front a storm of criticism 


TF w ‘ 
Photos from Wide World 


FEBRUARY 6, 1953 23 








U.S. News & World Report 





a 


‘a OH 


=e i 






LOOK AT THE WEST WHITE HOUSE... 
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. . . And You See This Door. It's Plain Enough. But It Will Make Great History. 
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Ike’s Side Door: 
Most Important 
Entrance in U.S. 


ICTURED ON THIS PAGE is the most im. 
P rortant portal in the U.S. It is the 
“side door” to the White House. You 
have been reading about how important 
men who have highly confidential busi- 
ness to discuss with President Eisenhower 
have slipped in or out of this door. Here 
it is. 

Many callers use this entrance be 
cause it enables them to avoid the ques. 
tioning of newspapermen in the main 
lobby of the Executive Offices. Ike has 
grown tough about premature announce 
ments of impending decisions. 

There are other side entrances to the 
White House, of course. If absolute se- 
crecy is wanted, some Presidents have 
summoned callers to meet them at night 
in the White House proper. But through 
the many hours that Ike spends at his 
desk this is the “side door” that is used, 

Closed to public. The entrance is on 
West Executive Avenue, a narrow thor 
oughfare between the White House and 
the old State Department. This street 
is closed to the public, has been since 
Puerto Rican nationalists attempted to 
assassinate President Truman in 1950, 
Guards at either end of the block keep 
out all but those whose credentials are 
in exact order. 

Inside the door is a small lobby with 
a mail box, a telephone booth and candy, 
peanuts and chewing-gum vending ma 
chines. At the end of a short corridor a 
policeman is seated. If the caller is wel 
known, he is passed right on to find his 
own way. If not, a messenger is sum 
moned to escort him. 

A push-button elevator takes him up 
one flight to the main floor. If the visitor 
is to see the President, he usually finds 
himself briefly in the office of T. E 
Stephens, acting appointments secretary. 
After his call, he can go out through the 
main lobby, running the press gantlet, 
or return the way he came. 

C. E. Wilson chose the side-door route 
for his visits with Ike during the contro 
versy over his eligibility to serve as Sec 
retary of Defense. John Foster Dulles, 
other Cabinet members, some Congress 
men use the entrance. Budget Director 
Joseph M. Dodge finds it more convet- 
ient to his own office than the main 
entrance. 

With Ike’s insistence on absolute se 
crecy until the time is right for making 
formal announcements, the traffic at this 
portal, already heavy, may grow even 
heavier. 
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AN ANY OTHER AIR CARRIER 


DEMAND-not distance-defines your market potential 


See how Airfreight can put your product 
in new and once too distant territories 


No matter where demand might exist, 
today, that place can be your market. 
This and this alone should be the 
guiding principle when determining 
new markets for your product. No 
longer do time and distance become 
major considerations when you ship 





by air and measure miles by minutes 
rather than hours. 

Such streamlined distribution 
methods enable you to open up new 
sales territories formerly out of reach. 
Invade rich established markets and 
compete there successfully against 
local manufacturers. 

More than a better way to ship, 
Airfreight is actually a new and better 


way to do business. Why not find out 
what this modern method of distribu- 
tion can do for you? Let an American 
Airlines representative tell you the 
story of Airfreight in terms of your 
business as soon as possible. For 
complete information, wire collect to 
American Airlines, Inc., Cargo Sales 
Division, 100 Park Avenue, New 
York 17, New York. 


AMERICAN AIRLINES “. 


Americas Leading Airline 
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HOW BAD IS THE FLU EPIDEMIC? 


Millions of Cases, but Few Deaths Result 








Has “flu” hit your family yet? If not, your 
neighbor has it—tens of thousands do. 

Can you recognize flu when it strikes? Do 
you know what to do when it does? 

Is this a deadly disease? Is U. S. in danger 
of a flu epidemic like the 1918 wave that 
killed half a million in this country? 

In this exclusive recorded interview, you 


can quiz Dr. Dorland J. Davis, who sits at the 
center of a world-wide network devoted to 
tracking down flu epidemics. 

Chief of the U. S. Public Health Service's In- 
fluenza Information Center at Bethesda, Md., 
Dr. Davis is in touch with public-health offi- 
cers throughout U. S. and the world. 

Here is the interview with Dr. Davis. 


———. 











Q How severe is the particular type 
of influenza in the present epidemic, 
Dr. Davis? 

A The cases in this country are rela- 
tively mild—in most cases the victims 
have fever for only two or three days 
and do not have prolonged illnesses. In 
the last week there has been a slight rise 
in the general death rate, possibly due 
to the disease in the aged, but we see this 
quite regularly when influenza is preva- 
lent. It looks very much like our ex- 
perience in 1951. 

Q What does it do to the patient? 

A The major symptoms are, first, a 
fever and a general feeling of what we 
speak of as malaise, or general discom- 
fort—a headache and aching through the 
arms and legs. 

Q Neck and back ache too? 

A Yes. Many cases also have a slight 
cough and some have conjunctivitis—that 
is, inflammation of the eyes—and scratchy 
throat. 

Q How high a fever is associated 
with this? 

A It usually runs about 101 degrees 
but may go up a little higher than that— 
particularly in children. 

Q Are people likely to have a 
stomach and intestinal upset with it? 

A Some doctors have reported that, 
yes, but we're not very clear on that 
yet, because we haven’t specifically di- 
agnosed enough cases yet to be sure just 
what all the variations of the clinical pic- 
ture are. 

Q Does this flu epidemic appear to 
be all of the same type? 

A Yes, there has been only one type 
of virus isolated in this epidemic so far— 
that’s the A-prime. 

Q You mean in this country? 

A Yes, in this country. From the re- 
ports we have from Europe, apparently 
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it’s the same thing there. That’s influenza 
A-prime, very similar to the strains which 
were recovered in 1951. 

Q How can it be treated? 

A The best treatment is to go to bed 
and call your physician. A_ physician 





—Natl. Inst, of Health 


DR. DORLAND J. DAVIS 


should be called so that he can watch 
out for any possible complications, such 
as pneumonia, which might arise. 

Q Are the antibiotics very helpful? 

A The disease caused by the virus of 
influenza which is prevalent now is not 
known to be affected by any of the anti- 
biotics. 

Q Or any other drugs? 

A Or any other drugs. Antibiotics are 
useful in treating the complications, but 
the disease itself is not susceptible to 
treatment with any modern drug. 


Q There isn’t, then, too much that 
you can do to treat it except to go to bed 
and get rest and perhaps aspirin and, 
doctor's attention? 

A That’s right. 

Q Do we have a vaccine? 

A Yes, there is a vaccine which js 
available commercially. It should be 
given only on the advice of a physician 
and by a physician. 

Q Is it an effective preventive? 

A We don’t know yet whether the 
vaccine which is currently on the mar 
ket will actually protect against this 
strain which is prevalent this yeu. 
But the vaccine now contains four 
strains of influenza virus, and two o 
those strains are very similar to the strains 
which have been isolated in this outbreak 
this year, so that there is reason to e- 
pect and to hope that the commercial 
vaccine, if it is given in time, would be 
effective in reducing the incidence of 
the disease. 

Q What is “in time”? 

A It should be given at least 10 days | 
to two weeks before exposure to disease. 
Otherwise, it has no effect. 

Q Is it expensive? 

A I don’t believe it’s very expensive- 
I don’t know just what the cost is, but 
it’s not prohibitive by any means. 

Q Would it be advisable for parents, 
say, to have their children inoculated? 

A Parents should follow the advice of 
their family physician on this question. 
I think it may be too late now in any 
epidemic area. Influenza explodes in 
sharp outbreaks, and over a period of one 
or two weeks you'll reach the peak, and 
then it declines quite rapidly. 

Q Why? 

A We don’t know just why. That’s one 
of the things we'd like to find out and * 

(Continued on page 28) , 
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“CHICAGO and [am " 
KANSAS CiTy- 2272 
_ ST. JOSEPH 


De luxe Chair Coaches 
with adjustable leg rests 
.. at thrifty fares 


Day or night . . . Burlington’s new Vista-Dome Zephyrs are 
cs your best travel buy between Chicago and Kansas City-St. Joseph. 
Distinctive Dining Cars Take your choice: 





. . delicious meals 


THE KANSAS CITY ZEPHYR—noon departures, early evening arrivals 
—for fast fine daytime travel in luxurious parlor observation-lounge 
or de luxe reclining-seat chair coaches. 

Viste dione THE AMERICAN ROYAL ZEPHYR -— late-evening departures and early 
Parlor-Observation Car morning arrivals . .. speedy, restful overnight travel. Private rooms, 
ane "gg iy Sagmee _ standard berths, de luxe coaches with reclining seats. Through cars, 

Chicago-Kansas City, Chicago-St. Joseph. 





These sparkling-new stainless steel Zephyrs give 
: you added pleasure every mile, every minute. And 
Private Rooms . 
oni tainted Castes Zephyr Vista-Domes are for everyone—no seats 
(on American Royal Zephyr) ‘reserved. 





Kansas City-St. Joseph... ride the Zephyrs ! 
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Vista-Dome Dinette and There’s no extra fare on ANY Burlington train 
Club-Lounge Car 
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“Not Tonight Josephine” 
— James Mason and his wife, 
Pamela, in a charming sketch 
based on the famous love let- 
ters of Emperor Napoleon and 
Josephine. 
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#5 In the Lincoln Series — 
Lincoln’s courtship of Ann 
Rutledge—his first case in court 
—frontier justice in the colorful 
setting of New Salem, Illinois. 
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The AMF Cigar Machine— 
See the mechanical marvel that 
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Executive Offices, 511 Fifth Avenue, 
New York 17, N.Y. 
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one of the reasons why we've set up an 
international network of listening posts 
and laboratories—under the sponsorship 
of the World Health Organization—to get 
rapid information about the occurrence 
of the disease in different parts of the 
world, so that other parts of the world 
can be forewarned. : , 

Q Does the Army work on that, too? 

A Yes. This year the Army did a beau- 
tiful job on being alerted by the outbreak 
of influenza at Fort Leonard Wood, in 
Missouri, which began about the middle 
of December. Army doctors at Fort 
Leonard Wood and from the Army Medi- 
cal Service Graduate School here in 
Washington obtained throat washings 
from patients who were sick, and within 
a very few days they isolated the strain 
of virus and showed that it was similar to 
the strains which were prevalent in 1951 
and similar to the strains which were in 
the vaccine. 
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Q What did they do then? 

A The Army decided—on the basis of 
these early reports from Fort Leonard 
Wood-—to vaccinate military personnel in 
Europe and in the Far East. 

Q Did they vaccinate them in this 
country at points where it is prevalent? 

A No, I think not, but the Air Force 
vaccinated some of its personnel here. 

Q Is it too early to tell whether 
that’s been effective? 

A It’s too early now, yes. But the re- 
sults on military personnel abroad, when 
they are finally tabulated, will be ex- 
tremely interesting. 

Q Are there likely to be dangerous 
complications following this type of 
flu? 

A Pneumonia is the most common 
complication, but fortunately it has been 
quite infrequent this winter. 

Q Are there others that can follow 
flu like this if it is not watched? 


. .. much knowledge has been gained in the past 20 years” 


ee, 


A Not usually. You'd have to list , 
whole lot of other things which are preth 
much dependent upon the state of healt 
of the individual. If he has a bad heay 
or something like that, it might adverse} 
affect his heart condition. 

Q Of course you have 
to take care of pneumonia— 

A That’s the point. You can usualh 
treat the bacterial complications wit 
antibiotics. 

Q What can the individual do 
avoid flu? What precautions can |, 
take? 

A There's really very little except- 
if it’s at all possible in this complicated 
age—to avoid crowds or close personal 
associations. But that’s almost impossible 
to do. Just general hygienic measures- 
plenty of rest and so forth. 

Q How was the vaccine developed 

A The vaccine was developed largely 
through the efforts and work of the Com. 





antibiotics 








—Wide World 


mission on Influenza of the Armed Forces 
Epidemiologic Board, which has been 
carrying on investigations for nearly 10 
vears now, or longer. Through their ef- 
forts we are now very much further ahead 
than we might have been if they hadnt 
done such fine work. 

Q What's the possibility for getting 
a more general and really effective 
preventive? 





A The Commission on Influenza and 
the Public Health Service are continuing 
their efforts to find a much better vac- 
cine which will protect for a_ longer 
period. The present vaccine protects only 
for one season. 

Q For the average person, is there 
any real value in a preventive, except 
in a severe epidemic locally? It’s such | 
a mild thing that few people are going” 
to rush out and get vaccinated— : 

A That's true. People who are at par 9 
ticular risk, who are perhaps in some job 


—— 
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which is so essential that they have to be 
there all the time, or perhaps older peo- 
le who have some concurrent disease 
where they might be at particular risk if 
they get influenza—those are the people 
that might very well be vaccinated more 
or less routinely. 

Q What’s the prospect for a cure, 
doctor? 

A Well, there’s nothing of any par- 
ticular promise now, though there is 
a lot of work going on in various re- 
search institutions throughout the coun- 
try directed toward a specific treat- 
ment of the disease caused by this 


virus. 

Q It’s always possible that we'll find, 
say, an antibiotic which will be effec- 
tive against it, isn’t it? 

A Yes, an antibiotic or some other 
antiviral agent which might be effec- 
tive. 

Q Is the flu virus generally of the 
size and type that you might expect to 
be affected by antibiotics? 

A No, not by the antibiotics which we 
have now. It’s small and not like the 
larger viruses which are affected by 
antibiotics. 

Q In the case of close contact, in- 
fluenza is easily passed, is it not? 

A Yes, it’s highly contagious. 

Q Why does flu come and go in some 
years and not in others? 

A The virus seems to be changing 
somewhat from year to year—the char- 
acter of the virus itself—so that the 
viruses which are recovered this year are 
quite different from those which were 
recovered 10 years ago. This makes it 
extremely difficult to keep up with so far 
as vaccines are concerned. 

Q You mean youve got to keep 
changing your vaccines year after year? 

A The vaccine, yes, with more recent 
strains added to it, you see. 

Q Could this particular virus change 
and come back next year as an ex- 
tremely deadly form of the flu? 

A We don’t know exactly whether it 
could or not. 

Q Is there a real possibility that it 
can change into a very deadly form? 

A That's always a possibility, and 
that’s really a major stimulus for this 
study of the various strains that is being 
carried on. 


Q There is always, and has been for 


many years, the possibility that just any 
year we could have a big and deadly 
flu epidemic—or at least the begin- 
nings of one—is there not? 

A Yes, there’s that possibility. We 
haven't had anything like it since 1918, 
when influenza killed half a million peo- 
ple in this country. As far as the present 
outlook is concerned, much knowledge 
of the influenza virus has been gained in 
the past 20 years. 
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Let’s talk about 
your business in 
SOUTHERN CITY, U.S.A. 






Certainly Southern City, U.S.A., offers 
industry many advantages—expanding mar- 





kets, capable employees, ample electric power at 
reasonable rates, excellent living conditions and a 
mild climate, to name only a few. 


But do you know how your business or indus- 
try best fits into this pattern of progress? 


Let’s discuss the possibilities in this area from 
your viewpoint. Experience gained in serving 
thousands of businesses and industrial plants, 
qualifies us to talk about your business not in 
generalities but in specific terms. 


The area served by the following companies: 
ALABAMA POWER COMPANY, 


Birmingham, Alabama 


GEORGIA POWER COMPANY, 


Atlanta, Georgia 


GULF POWER COMPANY, 


Pensacola, Florida 


MISSISSIPP! POWER COMPANY, 
Gulfport, Mississippi 


SOUTHERN CITY, U.S.A. 





This is Southern City, U.S.A. 

our ae as : orang xe * 

vast t area serve: ie four 

assoclated electric power companies THE SOUTHERN COMPANY, 
in The Southern Company System. Birmingham Atlanta 


Address your inquiry to the Industrial Development Department of any one of the power companies listed above. 
29 
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WHY ARMED FORCES ‘COME HIGH’ 


Korea, Containment—U. S. Has a Costly Policy 


Wilson’s problem: how to get 
more defense for less money. 
Economizing in the armed forces 
is tougher than it looks. 

Overhead and housekeeping 
costs are terrific. So is the price 
of gadgets, safety devices that 
carry a Gl through battle. 

Trimming can save some 
money, but not much. Basic deci- 
sions on scope of U.S. defenses 
are out of Wilson’s hands. 


Charles E. Wilson, after running the 
gantlet in Congress to become Secre- 
tary of Defense, now faces the job of 
running the nation’s biggest organiza- 
tion and solving some of its biggest 
problems. 

Mr. Wilson has a war to fight and 
some basic changes to make in fighting 
that war. He has to get 750,000 more 
men for replacements in the Army in 
the next 12 months. He has to find 
arms for allies. He has to make sure 
that the United States forges ahead in 


weapons development and stays ahead 
of all other countries in turning out 
costly new tools of war. 

At the same time, Mr. Wilson is ex- 
pected to increase U.S. military strength 
and to cut the cost of the job to the tax- 
payer by several billion dollars a year, 
too. It is costing 44 billion dollars in 
cash outlays to maintain and operate an 
armed force of 3.6 million men in the 
present year. Next year, unless cuts are 
made, the cost will rise to 46 billion dol- 
lars. 

Defense, Mr. Wilson will find when 
he gets into these problems, is built 
around an almost unbelievably vast and 
sprawling organization. 

Army, Air Force and Navy each has 
its own huge organization, its own mis- 
sion to fill, its own methods of operat- 
ing. Elaborate installations are maintained 
all around the globe. There are air 
bases, land bases, floating bases, naval 
stations, supply depots, military posts of 
many kinds. There are world-wide air 
lines, ocean supply routes, vast training 
operations. Forces fighting a war in 
Korea are matched by equally strong 
forces on guard in Europe and Britain. 
Powerful forces are called for in the 
Mediterranean and in the Pacific. 


Yet Mr. Wilson is told: “Billions eg 
be saved just by clamping down ang 
ending waste.’ 

But can they? That’s the questi 
the new Defense Secretary and his aide 
are being asked to answer. Congress j 
looking for miracles in a hurry. 

Whether Mr. Wilson will be able tg 
produce any miracles, actually, may de 
pend to a large extent on decisions otheg 
than his own. Basic decisions that wil 
determine the success or failure of 
cost-cutting job must be made in parte 
by Congress, by the White House, by the 
National Security Council, by the services” 
themselves. Other decisions will be up 
to Mr. Wilson and his aides. 

Here, in the opinion of officials whey 
have long been on the inside, dealing” 
with broad defense problems, are they 
big decisions which now must be faced 

Decision No. 1 will be on the missiog™ 
that U.S. armed forces are asked to f 
fill. Size and composition of the servi 
are tailored directly to the role the 
must perform. The decision here is ba 
on future American foreign policy, and 
must be made by the White House and™ 
State Department, through the National 
Security Council. 

(Continued on page 32) 





One Problem in Cutting Military Costs 
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There are 4 other 
soldiers in uniform 
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There is 1 civilian a 
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There are 9 other 
airmen in uniform 


There are 3 civilians 
on Air Force pay roll 


to Ba th 





There is 1 other 
sailor in uniform 


There is 1 civilian 
on the Navy pay roll 
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Job of the armed forces now is to raise 
enough strength to “contain” Russia on 
a 22,000-mile periphery, while fighting 
a war in Korea and providing large 
forces for European defense. The serv- 
ices, in other words, have the task of 
being strong at many points, with enough 
reserve strength to be able to strike back 
anywhere. If the services’ mission is 
changed, it could effect big savings in 
man power and equipment or result in 
a larger expenditure, depending upon 
the new objective. Success or lack of suc- 
cess by Mr. Wilson in effecting big cuts 
in military spending will relate directly 
to the future mission of the armed serv- 


Marine Corps, to the question of keeping 
tactical support aircraft out of Army 
hands, to control of carrier-based bomb- 
ers, to duplication in the development of 
such things as missiles. 

Decision No. 3 is how much overhead 
the armed services should maintain. As 
the chart on page 30 shows, only a small 
fraction of military man power is in 
combat units. There are even more Ci- 
vilians on the service pay rolls than 
fighting men in actual combat units. On 
the face of it, this looks like gigantic 
waste, 

But it’s not that simple. The basic 
American theory is to expose as few 





Where Military 


Billions Go... 





Of the total defense spending planned for the year ahead — 


For new planes, tanks, ships, guns, etc. 


For pay and 
subsistence of men in uniform 


For operating and 
maintaining the military establishment 





| For oll 


, other expenses 


$6 billion 


Pm es A. J 


$11 billion 





Ll eg Besant SN 


Basic Data: Budget Bureau 


ices decided upon by top strategists for 
the U.S. 

Decision No. 2 is how much unifica- 
tion to aim for in the armed services. 
This is basic in many ways. Rivalry be- 
tween the services now costs billions, 
but also brings the stimulus of competi- 
tion. There are actually four air forces, 
two armies and two navies in the various 
branches of the three services. But their 
functions are all different and the de- 
gree of duplication is uncertain. This de- 
cision, on whether to knock heads to- 
gether and unify everything, lies largely 
with Congress and the White House. It 
relates, for example, to the future of the 
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men to combat as possible, while using 
others behind the line to increase the 
fire power and efficiency of those fac- 
ing the enemy. For every man carrying 
a gun, under this theory, there must be 
several others bringing him ammuni- 
tion, maintaining supply lines, provid- 
ing hot meals, medical care, regular 
mail service, transportation, intelligence 
services, training classes, recreational 
services, books, religious guidance, even 
facilities for voting. The result is that 
U.S. fighting units have several times 
the fire power, mobility, and combat 
strength that, for instance, comparable 
Chinese or Russian units have. 


= 


The problem, in other words, is nog! 
whether U.S. military overhead is really 
necessary, but where to draw the line, 
That decision must be made largely by 
Mr. Wilson and his advisers. 

Decision No. 4 relates to the type and 
complexity of military equipment. This, 
too, is basic, with billions now being 
spent on “gadgetry” by all three services, 
Weapons, planes, ships, tanks—every. 
thing is being made more costly by the 
addition of complicated equipment that. 
often costs more than the original item.) 

Take the trend in aircraft, for example, 
Automatic aiming devices, now bei 
added, cost from $15,000 to $18,006 
each for fighter planes and up to $300. 
000 for new: bombers—or half as much 
as big bombers themselves cost back in¥ 
B-29 days. Automatic pilots, which make™ 
it easier for pilots to fly long distances.) 
add $20,000 more to the cost of most” 
new planes. Pressurized cabins, standard ' 
in most planes now, add more thousands, 
New equipment also results in bigger, 
heavier bodies—costliest parts of aircraft, 
Weight of standard jet fighter air frames, 
in fact, has quadrupled in four years, ~ 
raising the cost proportionately. 

But the argument is that all of these” 
improvements give U.S. the best-per © 
forming equipment, and there is no” 
prize for second place in combat. They ~ 
also give Americans the most in safety 
and comfort. The decision, as a result, 
is not whether to have complex gadgets 
on U.S. weapons but, again, where to 
draw the line. 

Decision No. 5, finally, is whether to 
depend more on man power of other 
nations. Suggestions have been made 
that U.S. subsidize a “Legion of Asians” 
—an alliance of armies from Formosa,” 
the Philippines, Japan, South Korea, 
Indo-China and Thailand—to supply the 
man power for defending free Asia 
Europe, in turn, could be defended large- 
ly by a European Army if German forces 
are again built up with U.S. aid. If the 
decision is made to move in this direc 
tion, U.S. could become more of am 
arsenal and less of a supplier of military 
man power. Or so the theory goes. 

These are the broad decisions that 
must be made, as experienced defense 
officials see it now, if there are to be 
any substantial cuts in U.S. arms costs. 
Trimming alone, these officials believe, 
can bring some savings, but this has 
been tried time after time, and the pos 
sibilities for big cuts are limited. 

What Mr. Wilson faces, in other words, 
is the job of running a huge and very 
complicated organization and of finding 
ways to cut the cost of running that 
organization—while basic policy that 
determines those costs is to be made 
largely in councils where his will be but 
one voice. It will not be exactly easy. 
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The year 1953 marks the beginning of 
Cadillac’s second half-century of progress 
in the automotive world. And there’s no 
denying that it’s a wonderful, wonderful 
start! You'll know what we mean the in- 
stant you see the 1953 Cadillac—for, be- 


yond all question, it represents one of the 











greatest strides forward in Cadillac history. 
Its beauty is breath-taking as never 
before . . . and its new interiors, together 
with a new Cadillac Air Conditioner, offer 
unprecedented luxury and comfort. And 
when it comes to performance—well, its 


great new 210 h.p. engine, its improved 


Jewels by Van Cleef & Arpels 
Hydra-Matic Drive and its advanced 
Cadillac Power Steering make driving an 
unbelievable pleasure. Why not see and 
drive this new Standard of the World 
at your earliest opportunity? We know 
you'll agree that it’s the perfect start for 


another great era of Cadillac leadership! 
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SERVICE PIN... for you, too 


Chances are you've seen this pin. It represents 15 years of service with Socony- 


Vacuum. Six out of 10 of our industrial engineers and salesmen wear it. Four 





out of 10 have served over 20 years. In fact, the average length of service of all 
Socony-Vacuum lubrication and process products representatives is almost 17 
years! All this petroleum engineering experience, the world’s greatest, is yours | 


when you call on Socony-Vacuum. Why accept less for your plant? 


Socony-Vacuum 


Conccst dotecilingn 





SOCONY-VACUUM OIL COMPANY, INC., and Affiliates: 


MAGNOLIA PETROLEUM COMPANY, GENERAL PETROLEUM CORPORATION 
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IT’S HARDER TO RECRUIT FLIERS 


Glamour Has Faded, Extra Pay Is Uncertain 





ee’ lilac Ria 


What's become of the “fly boys"? 

- There is no rush of young men to os ent “ 
Sight wahtiees, as there was in World War Il. 
» As a matter of fact, the armed forces are hav- 
5 sandeep tea i men in training to 











‘Has the-glamour worn off? Are recruits - 
afraid of today’s complicated plenes?.-Are 
standards too high and pay too low? 

‘In this interview with U.§. News & World 


*man their modern warplanes. The problem. - of Naval-Air Training, tells why it has become 
| difficult to get pilots. - 


can get critical. 


Q We hear that both the Navy and 
the Air Force are having trouble getting 
enough young men to volunteer as 
pilots. Is that true, Admiral Price? 

A Yes, unfortunately it is. They 
don’t come flocking in as they did in 
World War II. We got only 70.8 per 
cent of our quota last year. However, 
we have gotten 91 per cent for this fis- 
cal year, through November, by con- 
siderable effort. 

Q Why aren't American youngsters 
volunteering any more? 

A We don’t have all the answers to 
that. But, in the first place, this country 
is not in an all-out war. In the second 
place, we are bidding, along with in- 
dustry, for these high-class men. Both 
the Navy and Air Force are bidding. 
And, in the third place, flying has lost 
a lot of its glamour. That is one of the 
biggest factors. 

Q Do you mean the 
yonder” has lost its allure? 

A To a degree. The fact is that fly- 
ing today offers less of a challenge to 
the daring. Young men of today tend to 
look upon flying as a vocation com- 
parable to any other profession. They 
coldly weigh its assets and liabilities as 
they would jobs in the commercial 
world. The larger number of trainees re- 
quired means that a larger proportion of 
those not “well 
cepted. We still have as many entering 
our training program who have courage, 
ability and enthusiasm as we used to 
have, but we now have many more in 
addition who do not basically have 
such spirit. 

Q What about the “fear of flying” 
we hear is becoming widespread? 

A Fear of flying isn’t a primary rea- 
son for attrition in our Naval Air Train- 
ing Command, although it does occur, 
of course. We do have students who 
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motivated” are ac-. 


request, for various reasons, to be 
dropped from flight training. Of those 
students, a small percentage state as 
their reason that they are afraid to fly. 
It-is possible that some who give other 
reasons may be covering up a fear of 
flying. 

Q Just how dangerous is it, actually, 
to fly a modern jet plane? Is_ the 
casualty rate high? 

A We have, roughly, in the Training 
Command, one death in each 40,000 
hours of flying. 

Q What does that mean in terms of 
one pilot’s chances? 

A Well, I have been flying for 33 
years and have some 5,000 hours. At the 
above rate, if I continued to fly in the 
Training Command, I would live to be 
about 243 years old before being 
killed in a plane. 





-U.S. Navy 


ADMIRAL PRICE 


Q Then why can’t you order promising 
young men to take flight training, 
just as the infantry orders young men 
into combat? It’s much safer, isn’t it? 

A We feel that naval aviation is an 
exacting and hazardous occupation 
and, as such, must remain voluntary. 
We feel that pilots cannot be ordered 
to fly. They must want to be naval 
aviators. In order to make them want to 
be naval aviators, we motivate our 
students by instilling an esprit de corps, 
by the offer of flight pay, and by an 
appeal to patriotism and manhood. These 
are strong inducements and work well. 

Q What are the main reasons that 
you get from students who want to 
drop out of flight training? 

A Well, they add up something like 
this: 

1. We are not in an all-out war. The 
country is not being attacked; there is 
no obvious current threat to our ex- 
istence. 

2. The draft law requires only two 
years of compulsory military service. 
Flight trainees must sign up for four 
years. If they discontinue flight train- 
ing, all they have to complete is two 
ae 

The trainees are living in a period 
of inion Jobs are plentiful and money 
is easy to make, especially for young men 
of such fine caliber. The cadet’s pay is 
inadequate as compared with the income 
of his civilian colleagues. His total pay is 
$109.20 a month. In addition, his out- 
look for future military pay likewise pro- 
vides little incentive. 

The additional pay which is given 
for extrahazardous duty is in constant 
jeopardy. 

5. There is little real security to offer 
the student. The pay, the career, the 
retirement benefits, and even the day- 


(Continued on page °7' 
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THIS CRIMINAL 





Excessive liquor taxes have made bootlegging 


a hugely profitable “big city” racket 


This man is a bootlegger. There are thou- 
sands of him around these days, and 
there’ll be thousands more unless the 
Federal Excise Tax on distilled spirits is 
reduced, because of two hard, simple 
facts: 


The first fact is that his kind of crime 
does pay, and the penalty upon con- 
viction isn’t stiff enough. Bootlegging 
pays such tremendous profits that big- 
city criminals, backed by gangster bank- 
rolls that can finance huge stills, ware- 
houses, trucks and salesmen have moved 
in. It can’t help but pay... with a “tax ad- 
vantage” of $28.49 a case*. 


*12 “fifths” of 86.8 proof whiskey 


That's over half the average retail price — 


of a case of legally distilled whiskey ! 

The second fact is that this highly prof- 
itable crime breeds other crimes. Prohi- 
bition proved that graft, corruption, 
bribery, gang wars, disregard for law and 
order, all inevitably follow in bootleg- 
ging’s wake. 

No sensible American wants to return 
to the tragic farce of 1920-1933. No 
sensible American wants to pay a tax 
rate so high it keeps crooks prosperous. 

The legal distilling industry advocates 
bigger penalties, more law enforcement 
agents, and a fair and realistic tax rate of 


$6.00 a gallon as the most effective means 
of making bootlegging less attractive to 
the criminals engaged in it. 

The present $10.50 per gallon Federal 
Excise Tax on distilled spirits, the seventh 
increase since Repeal, became effective 
November 1, 1951. For what happened 
during its first full year, read the “Tax 
Arithmetic” column at the right. 


Then ask yourself : “Who real/y won?” 
You're looking at his picture, up above. 
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Here's. what 


you really pay 
for whiskey! 


TAX ARITHMETIC 


When you pay around $4.27* for a “fifth” of 
your favorite whiskey, you actually pay about 
$1.89 for the whiskey itself, about $2.38 more 
in Federal, State and local taxes. 

That’s like paying a “‘sales tax” of 125% on 


the merchandise! Taxes take over half of your | 


liquor dollar! 
Today, after a full year of this highest of all 
U.S. tax burdens, here’s the record. .. 


when the Federal rate was increased from 
$9.00 to $10.50 a gallon. 


dicted, because consumption of legal liquor 
went ’way down. It gained only $30 million 
in liquor excise revenue... an increase of less 
than 2%. 


..- Your Federal Government lost about $40 mil- 
lion in corporate income taxes as profits de- 
clined with drastically falling liquor sales. 


' ... Your Federal Government lost additional mil- 

lions in personal income taxes as distillers, 
wholesalers, retailers and suppliers cut their 
payrolls and dividends. 


.»» Your State Governments lost approximately 
$35 million in liquor tax revenue... money 
badly needed for welfare and other vital 
state programs. 

Bootleggers had additional reason to flout the 

law. In 1951 alone, authorities with lamen- 

tably inadequate staffs were able to seize 

20,402 illegal stills. No one knows how many 

thousands more escaped seizure. 


ATax Increase of 854% Since Repeal! 


grist 


WE RECOMMEND 
A REALISTIC 
$6.00 TAX 


we 





1933 1934 1938 1940 1941 1942 1944 
The $10.50 Federal tax, effective Nov. 1, 1951, 
plus an average of $2.80 a gallon more in other 


taxes, makes whiskey the highest-taxed of all 
merchandise. 


Distilled Spirits vs. All Other Excise-taxed 
Products—1939-1951 





spirits 





1939 94) 1943 1947 1949 195) 


Chart above shows what’s happened to distilled 
Spirits vs. all other excise-taxed products and 
Services since 1939. The $6.00 rate proposed by 
the distilling industry is still higher than the 
average increase imposed on other excise-taxed 
Products. 


1945 


*The average national retail price 
LICENSED BEVERAGE INDUSTRIES, 
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INC, 


..» You paid $237 million more in liquor taxes | 


..» Your Federal Government did not gain the | 
$188 million that advisors to Congress pre- | 
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to-day existence of the military man 
depend entirely on legislation which is 
constantly subject to change. 

Q How many young men actually 
begin the naval air-training course and 
fail to complete it? 

A During the past fiscal year, 27.5 
per cent—or about 1 in 4—of the 
students who entered the program failed 
to complete the course for reasons other 
than physical. 

Q Is there any prospect of the armed 
forces lowering their standards in 
order to get more applications from 
young men for pilot training? 

A I don’t think so at this time, be- 
cause of the technical aspects of modern 
aircraft. It is hard for men who have not 
had college training, for example, to fly 
the highly technical aircraft of today. 
| Q Then all of the automatic gadgets 

now being built into planes aren’t mak- 
ing the job of flying any simpler? 

A No, it is getting more complicated, 
not less so. 

Q Is it getting safer? 

A The planes are safer and safety 
programs have been improved, yes. 
When I started flight training in 1919, 
modern safety devices were unheard of. 
We wore no parachutes and had prac- 
tically no instruments to fly by. The 
dangers now are different but not in- 
herently greater. 

Q With all these complexities, how 
much does it cost to train a pilot in the 
Navy now? 

A A lot. The present cost of training 
a naval aviation cadet, from the time he 
enters the program until he receives his 
wings and commission, is calculated at 
$64,150. 

Q What does that include? 

A That cost includes all items which 

_contribute in any way to the training 
of the cadet. Among these are the com- 
pensation of both instructors and cadets, 

| the cost of operating the naval air stations 
which conduct the training of cadets, 
the cost of operating the training carrier 
and plane-guard destroyer, and_ of 
course the cost of aircraft operations. 

Even such things as the transportation 

of instructors and their dependents to 

Pensacola from their previous stations 

enter into the calculation. 

Q Just how long does it take to train 
a military pilot? 

A It takes about 18 months to train 
a pilot to the point where he is ready 
to join an operational squadron. 

Q Isn't it possible that, in the next 
decade or so, pilotless aircraft will re- 
place military planes that need pilots? 

A We will still need pilots as far as 
we see now. I think guided missiles will 
come more and more into use, but I 
feel that most of our aircraft will con- 

(Continued on page 38) 
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STORAGE BOXES 
Today and every F 
day records must be saved 
for your business protection 

tomorrow. Over 90,000 leading firms find ‘ 

| LIBERTY STORAGE BOXES the best, most 4 
efficient product for storing inactive ’ 
records. Check Liberty’s sturdy corrugated 
fibre-board construction, spill-proof, 
dust-proof closures and low cost. 

Sold by leading stationers everywhere. 
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BANKERS BOX COMPANY 


Record Retention— Our Business Since 1918 
720 S. Dearborn Street . Chicago 5, Ill. 








For SALE* 


Foundation must liquidate 
college property—suitable for light man- 
ufacturing, research laboratory, business 
headquarters, etc. 

Modern 3-story fireproof brick, 
about 14,000 sq. ft., plus 2-story brick 
about 6,000 sq. ft., and large concrete 
heating and laundry building. 

On 10 acres in S.E. Missouri 
community, served by rail, truck, bus. 


ONLY $105,000. Terms if desired. 


*Will consider long term lease 
to reliable party. 


Stewards Foundation 


311 W. Lake, Chicago 6, Illinois 
Telephone: CEntral 6-2066 
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EXECUTIVE WANTED: 


$10 900 a yeat executive 
50,000 checks @ 
ance of time and 
o be devoted to 


ment decisi 
at must have out- 
g ability, Proven 
fachievement end 


gible signature: 


to sig™ 
year. Bal 


energy ¢ ons. 


Applica 
standin 
record 0 
good, le 


If you saw an ad like this—wouldn’t 
it make you stop and think? Are 
you—or other key men in your 
company —still signing checks by 
hand—wasting executive ability on 
a task handled in thousands of firms 
by the Todd Protectograph Signer? 

A time study survey, analyzing 
the financial loss due to hand sign- 
ing of checks, shows that a $25,000 
a year executive, signing 2,000 
checks a week, is wasting $5,000 a 
year. And he’s distributing 104,000 
“samples” of his signature for 
crooks and forgers to copy. 

Protect executive time, signa- 
tures, company funds—with a Todd 
Protectograph Signer that defies 
duplication by means of tamper- 
proof lock and non-resettable 
counter—and speeds up check issu- 
ance. Mail the coupon and we'll 
send you time study survey and full 
story of the Todd Signer. 


COMPANY, INC. 






ROCHESTER NEW YORK 
SALES OFFICES IN PRINCIPAL CITIES 


DISTRIBUTORS THROUGHOUT THE WORLD 


, DIMMiiintosimore: 


THE TODD COMPANY, Inc., Dept. USN 














| Rochester 3, N. Y. I 
| Please send us a copy of the survey “Cost | 
of Signing Checks by Hand’’—without, of 
course, any cost or obligation on our part. 

Firm 
! l 
] Address I 
| I 
| City Zone—__State___ l 
I By I 
USN-2-6-53 
1.» asemanase=semanenanananenenanel 
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tinue to be manned by pilots. And, when 
the day comes that wide use is made 
of pilotless craft, it will still be. necessary 
to have men trained to direct their 
flight. We are really only on the thresh- 
old of the aviation era. The possibili- 
ties for the future are almost beyond 
imagination. As the frontiers of flight 
are pushed ever outward toward space, 
new needs for experienced aviators will 
arise. 

Q About how many pilots is the Navy 
training at this time? 


A We are accepting new trainees 
now into the Naval Aviation Cadet 


Program at the rate of 2,300 per year. 

Q What proportion of those who ap- 
ply do you accept? 

A Approximately, one is accepted 
out of every three who submit an ap- 
plication. Most of the others are re- 
jected for physical reasons. 

Q Why don’t most American young- 


envied for his ability and courage. Now 
he is looked upon as just another pilot 
among many. And, now that flying has 
come to be looked upon as routine, the 
relatively higher pay scale which most 
pilots used to enjoy no longer exists. 

Q Would you say that the shortage 
of young men who want to become mili- 
tary pilots has become critical? 

A Not yet, but it may soon. This 
year, we have been able to fill our 
training classes. But the prospect does 
not look so good for the long run, par- 
ticularly if air needs for Korea are in- 
creased and a larger number of pilots 
are required. Right now, what we would 
like to have is a larger number of ap- 
plicants to choose from, so that we could 
be a little more selective. 

Q What do you think should be done, 
Admiral, to get more youngsters in. 
terested in a military flying career? 

A From our standpoint, a better pros- 





AVIATION CADETS REPORT FOR JET TRAINING 
... they cost the nation $64,150 per man 


sters measure up to the physical stand- 
ards you set for pilots? 

A The biggest group—24.9 per cent 
of them, to be exact—fail to pass the 
eye examination. About 12 per cent 
fail the “mechanical comprehension” 
test. Then there are a lot of smaller 
categories—for example, 3.85 per cent 
have high blood pressure, 4.88 per cent 
have bad dental deficiencies, and so on. 

Q Do you think aviation in general 
is losing the appeal that it once had? 

A In some ways, yes. Take a look at 
civilian aviation, for instance. Applica- 
tions for civilian private pilot licenses 
dropped from 120,000 in 1947, to 23,000 
in 1952, a period of only five years. An 
aviator, especially a military pilot, was 
at one time a rarity and a man to be 


pect of a career in the Navy would 
help greatly. For one thing, flight pay 
is always in jeopardy—another com- 
mission is meeting right now on that 
subject. Retirement policies have been 
changed recently and Ready Reserve 
laws are being changed again. We find 
it difficult to assure a man that he can 
make the Navy a career. One year we 
take 3 per cent of the aviators we train in 
this program and give them permanent 
Regular Navy commissions, and the.next 
year we take 26 per cent. Some way of 
stabilizing these things might prove to be 
the answer, partly at least. The problem 
is that it takes 18 months to train a 
pilot, and we cannot wait for another 
Pearl Harbor to arouse public enthusiasm 
before we start training. 
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Worldgram 


FROM THE CAPITALS OF THE WORLD 


BERLIN....MOSCOW....PRAGUE....PARIS.... 





>> What may turn out to be the biggest story of the year is shaping up inside 
the Communist world. Here are some of the signs of it: 

Berlin: Flight to West, away from Stalin, has reached record proportions. 

Moscow: Communist Party of Russia is undergoing its biggest shake-up since 
before World War II. Current purges may even exceed those of the '30s. 

Prague: Communist executions are now revealed as aimed at leaders who might 
have kept Czechoslovakia weak in case of war with America. 

Budapest: Pacifism is now sufficient cause for being purged in Hungary. 

Munich: Refugees from Hungary report that attacks on Jews are worse than in 
Hitler's day. Ex-Nazis have been identified as doing this job for Communists. 

East Berlin: Jews in Soviet Army in East Germany are being recalled to the 
Soviet Union. All Jews in East German Government seem slated for purge. 

Paris: France's powerful Communist Party is torn by internal dissension. 
Dues=paying membership is down. Iron Curtain purges terrify French Communists. 

London: Britain's Communist Party is running out of money. Contributions 
have fallen off sharply since Prague purge. New York: Communist Party of U.S., 
like that of Britain, is having to pass the hat more than ever. Stalin's drive 
against Jews has bewildered many Communists, alienated many fellow travelers. 





>> Two things to keep in mind about this massive convulsion inside Stalin's 
world: Stalin has planned it this way. Evidence of this is overwhelming. There 
is nothing spontaneous about it. He has certain definite purposes in mind. 

In the second place: It's a big risk for Stalin. Things can get out of 
hand. Anti-Semitism can get out of control. A violent purge can go too far, 
end in weakening rather than strengthening Stalin's empire. 

Need for purge must be urgent, maybe desperate, to justify such risks. 








>> What Stalin's press says is the tip-off. For weeks, now..... 
Corrupt Communists have been lambasted day after day in Soviet papers. 
Good Communists are ordered to ferret out corruption, really clean house. 
Thievery, some of it on a large scale, appears to be common. Nepotism, the 
business of putting relatives in soft jobs, has riddled the bureaucracy. Fraud 
has been discovered among doctors, scientists. Some seem to be quacks. 
Sin of "nationalism" is being found in every province of Russia, even in 
Stalin's native Georgia. A "nationalist" can be anyone suspected of disloyalty. 
Arrest of Moscow doctors is just one instance of what's going on. It has 
special significance in that these top doctors--best in Russia--are accused of 
plotting to kill Stalin's leading generals. So, the Army is on Stalin's mind. 
What's certain is that these revelations, permitted by Stalin to appear in 
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the Soviet press, are merely the top part of the iceberg, the visible part. 
Underneath, refugees from Russia will tell you, there will be a thousand or more 
Communists quietly purged for each one publicly purged. 


>> What this adds up to is an admission by Stalin that Russia is weak, nowhere 
near as strong as advertised. Purge is to correct this weakness, if possible. 
Russia is not ready for war, Stalin hints. He hints this when he says his 
top generals were in danger of death from accused Moscow doctors. He tipped his 
hand again at Prague when he forced a defendant to say Czechoslovakia was not 
ready for war. He hints at it in Hungary, where pacifism is now made a crime. 
Purge of the '30s was in part a preparation for World War II. 
Purge this time is apparently preparation for another war Stalin fears. 
But, this time, satellites as well as Russia have to be purged, too. They are 
full of weakness and corruption. They are also more exposed to U.S. pressure. 
If war comes soon, Stalin is admitting, Soviet bloc will not be ready. 

















>> As an ex-Communist in Bonn sees it, a German who spent years in Moscow: 
"Stalin is preparing his Communist cadres for an extreme emergency, namely 
war. Party ranks must be cleansed of all waverers, all persons who have had 
any connection with the probable enemy. Soft spots have to be cut out. 
"Overwhelming show of terror is called for. It can't Spare anyone, high or 
low. With all-pervading fear instilled, blind obedience to orders is certain. 
"Purge is a great premobilization to cleanse and prepare the party. 
"Anti-Semitism is incidental, just a by-product of a big purge. 
"War with U.S. is what Stalin expects, sooner or later. Deal with U.S. is 
also in Stalin's book, if U.S. will deal, asa breathing spell for Stalin." 
But now Stalin is busy purging. Big question is how successful he'll be. 




















>> When you look at what's going on in Berlin.....Refugees from Stalin are 
pouring into West Berlin at nearly 2,000 a day. Last year, 100,000 fled. This 
year, 200,000 are expected--unless Stalin seals the Iron Curtain completely. 
It's last chance, as refugees see it, to escape from Stalin. Next year, 
next month, even tomorrow may be too late. Purge isn't all they're running from. 
Many are fleeing the complete sovietization Stalin has ordered in East Germany. 








>> Check of these refugees in West Berlin shows them to be representative of 
East German population, rather substantial, able-bodied citizens. In age, most 
of them are in the 25-40 group. This is how they line up: 

Farmers are the most numerous. They've lost their farms, may face prison. 

Industrial workers are escaping, too. Their unions have been wiped out. 

Young men are fleeing to avoid conscription in a Communist Army. 

Jews are running for their lives. Communists are taking refuge in West 
Berlin, anti-Communist though it is, to escape Communist Party purges. 

Doctors are getting out before Stalin links them with the nine Moscow 
physicians accused of treason. Teachers, scientists know they're vulnerable. 
Merchants are getting out before all East German business is nationalized. 

For most of these refugees, West Berlin is just a way station. Berlin 
can't support them. Berlin is jammed, bogged down with unemployed, a belea- 
guered city surrounded by Soviet power, threatened again by a Soviet blockade. 
Next stop for refugees, therefore, is West Germany, via "Freedom Air Lift." 
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RUBBER COLLAR 
holds dangerous “brute” in check 


The terrible menace of “blowouts” (an explosive 
escape of gas, and liquid from the well) made drilling for 
oil a nerve-shattering and hazardous occupation. These blow- 
outs frequently took their toll of human lives...snarled and 
twisted drill stems...blasted equipment worth hundreds of 
thousands of dollars into worthless wreckage! 

To help hold these wild wells in check, Firestone 
Techni-Service engineers formulated a rubber compound for 
use in the remarkable Blowout Preventer manufactured by 
Hydril Company. This Firestone compound is precision 
bonded to metal inserts and forms the collar in Hydril’s 
Cartridge Type Packing Unit. This amazing rubber com- 
pound meets the exacting demands of brutal service 
pressure...often in excess of 5,000 pounds per square inch 
...and withstands months of stress and strain under every 
conceivable oil field condition. 


When high pressures threaten, this tough “collar” 
is put to work...compressing and sealing around the drill 
stem with its tremendous strength...protecting men, equip- 
ment and well against blowouts. This new “collar” has helped 
save the lives of many workers...it has helped save natu- 
ral resources and oil field equipment...worth millions of 
dollars...and has helped jump the output of critically 
needed oil! 

Have you a problem? Do you need a compound to 
cushion, protect, wrap, or waterproof? Would increased 
resistance to abrasion, oil, heat, acid or steam help make 
your product better? Would elimination of vibration, noise 
or shock benefit your business? If so, we suggest you write 
and let our Techni-Service engineers help solve your prob- 
lem. In many cases, with a stock part; in others with a spe- 
cially designed unit. Write Firestone, Dept. 11B, Akron, Ohio. 


Firestone Techni-Service pays off again 


Enjoy the Voice of Firestone, Monday evenings on NBC Radio and Television 
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‘HOT-COLD WAR’ TEAM: Taylor Knows Orient 


. . . Jackson, Propaganda . . . Allen Dulles, Intelligence 


A changed command is giving new 
central direction and unity of purpose to 
U.S. efforts in both the “cold war” and 
“hot war.” At President Eisenhower’s or- 
ders, new men are taking over in sev- 
eral fields to tie military, diplomatic, 
propaganda and _ intelligence programs 
to a common viewpoint and objective. 
> Lieut. Gen. Maxwell D. Taylor, 
World War II paratroop leader and an 
authority on the Orient, goes to Korea 
to command all U.N. ground forces 
there. He is fresh from consultations 
with the President. Other Korean com- 
mand shifts may be in the making. 
> William H. Jackson is given the as- 
signment of pulling together U.S. psy- 
chological warfare, propaganda and _ in- 
telligence programs, fixing their goals, 
meshing them with over-all policy. Mr. 
Jackson, a New York businessman, is 
intimately experienced in these fields. 
> Allen W. Dulles, brother of the Sec- 
retary of State, becomes head of the 
Central Intelligence Agency which is 
the eyes and ears of the U.S. in an un- 
ceasing effort to gauge the strength and 
intentions of Soviet Russia. Mr. Dulles, 
who distinguished himself in intelli- 
gence work during World War II, has 
been serving as CIA’s deputy director. 

All three face immense difficulties in 
their new tasks—the General to fight 





—Wide World 


WILLIAM H. JACKSON 
For Moscow, headaches... 
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a deadlocked war and apply whatever 
new measures President Eisenhower 
may have in mind; Mr. Jackson and Mr. 
Dulles to capitalize, by means both open 
and devious, on the present upheavals 
behind the Iron Curtain, encourage dis- 
affection and keep an accurate tab on 
Russian power and thinking. 

“Hot war.’ General Taylor, 51, vigor- 
ous, youthful in appearance, a man with 
a fighting record, assumes command in 
a kind of war that is not to his liking. The 
General, who parachuted into Normandy 
as commander of his famed 101st Air- 
borne Division, is trained to the attack. 
The enemy in Korea is so solidly and 
deeply entrenched clear across the pen- 
insula that tactics other than head-on 























—Smith, NEA Service, Inc. 


‘LET'S BE SURE WE'VE COVERED 
ALL BETS IN THIS RACE’ 


assault are under study, and may have 
been settled upon by the President. 

Certainly, one of Taylor’s assignments 
is to see to it that new divisions of 
South Korean troops are trained and 
equipped as rapidly as possible, to re- 
place Americans at the front. Sixteen 
divisions now hold that line, 11 of which 
are South Korean, 4 American and 1 from 
the British Commonwealth. 

Republic of Korea divisions can be 
trained rapidly, but the program is im- 
peded by lack of equipment, and more 
particularly a lack of experienced bat- 
talion and regimental commanders. 

In any event, there are official hopes 
that three more ROK divisions can be 
added to the line by autumn. By the end 





—United Press 


ALLEN W. DULLES 
- « « for Washington, information 


of this year, the hope is, ROK troops 
could hold the entire line with the aid 
of one American division and one Brit- 
ish. That would greatly reduce Amer:- 
can casualties, and perhaps seriously in- 
terfere with Kremlin plans to keep much 
of the U.S. Army tied down. 

But, so long as any sizable number of 
U.S. troops is required at the front, 
General Taylor faces a serious problem 
created by the rotation system under 
which American soldiers are brought 
home after nine or 10 months in Korea. 
Rotation, plus the nature of the fighting, 
some officers say, is undermining the of- 
fensive capabilities of the U.S. units. 
Not a single U.S. unit in Korea, they 
say, has had training or experience in 
offensive operations. 

When in the line, the soldiers spend 
their time digging in and fighting a de- 
fensive war. When in reserve, these 
units must devote themselves to training 
and integrating the new men sent to re- 
place the considerable percentage that 
is lost each month through rotation. 
Even, it is noted, when a battalion has 
had several weeks of offensive maneu- 
vers behind the lines, its value soon is 
lost due to the attrition of rotation. 

General Taylor, who, as successor to 
Gen. James A. Van Fleet, must cope 
with these problems, is one of the Armys 
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most highly considered officers. After 
West Point, he went into the engineers, 
put shifted to the artillery and wound up 
in the airborne service in World War 
II. Before that conflict he had long tours 
of duty as an attaché in Japan and 
China, became interested in those coun- 
tries and has continued to study their 
affairs. He speaks Japanese. 

Since the war, General Tavlor has 
been superintendent of the Military 
Academy and commander of the U.S. 
garrison in Berlin. Throughout most of 
the Korean conflict his job was that of 
Deputy Chief of Staff of the Army for 
operations and administration, in Wash- 
ington. He visited Korea more than a 
year ago. 


What General Taylor can do about 


Korea, depends, of course, upon what 
President Eisenhower decides should be 
Tavlor’s pro- 


done. But, meanwhile, 





CIA and State Department must work 
closely together, and the heads of these 
agencies are brothers. Moreover, Gen. 
Walter Bedell Smith is transferred from 
Director of CIA to Under Secretary of 
State. General Smith has close ties at the 
Pentagon. He also has ready access to 
Ike. In addition, Mr. Jackson and Allen 
Dulles are old associates. 

Mr. Jackson heads a committee that 
soon will be making recommendations on 
future activities in psychological war- 
fare, propaganda and intelligence. The 
Psychological Strategy Board has had au- 
thority for planning in this field, de- 
veloping projects to be carried out by 
other agencies—State, CIA. specially 
assigned men in the armed services. 
But PSB, comprised mostly of men busy 
also with other things, is not considered 
a success by the new Administration. 

It is Mr. Jackson’s job to survey the 
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DULLES OF CIA MEETS DULLES OF STATE 
The right hand will know what the left is doing 


ficiency with paratroops may be caus- 
ing Communist generals in Korea some 
uneasy moments. 

Cold war. Mr. Eisenhower came into 
office with the idea that the U.S. 
cold-war effort needs an overhauling, in- 
tegration and invigoration. In psycho- 
logical warfare he sees. he said during 
the campaign, a “chance to gain a vic- 
tory without casualties, to win a contest 
that can quite literally save peace.” But 
such efforts must be “unified and co- 
herent,” and a man of “exceptional quali- 
fications” must be put in charge. 

As President, Ike lost no time in set- 
ting his program in motion. An_ inci- 
dental—or intentional—result of his as- 
Signments is that the officials most di- 
rectly concerned are men of close per- 
sonal relationships. 
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entire field, determine first of all the 
central objective of propaganda and 
keep this propaganda. whether spread 
by the Voice of America or by surrepti- 
tious methods, attuned to that objective. 

At the outset. a central purpose must 
be to do whatever is possible to foster 
the unrest now obvious behind the Iron 
Curtain, to keep forces of disintegration 
at work, to overlook no opportunity to 
give the men .of the Kremlin worries 
within their own bailiwick. The Jackson 
group is to go to work at once, finish its 
job by June 30. Then the PSB may be 
replaced by a new agency. 

Mr. Jackson, who also is to make rec- 
ommendations on intelligence, is no 
stranger to that work. In World War II, 
he was Gen. Jacob Devers’s chief stra- 

(Continued on page 44) 











from Packaging Milk 
to Paving Marking 





uincy 


COMPRESSORS 


DO IT BETTER...FASTER 
AT LOWER COST 


Whether it’s moving milk cartons 
from one packaging operation to 
another...or spraying paint stripes 
on paving...Quincy Compressors 
do a swift, efficient job of supplying 
compressed air. These are only two 
of hundreds of unique and everyday 
jobs performed by Quincy. 

Quincy builds the most complete 
line of air compressors in a variety 
of mountings for service stations, 
garages or for use as part of products 
requiring compressed air supply. 
Sizes range from | to 90 ¢c.f.m. Sold 
and serviced by a nationwide net- 
work of authorized automotive and 
industrial distributors. 


WHAT'S YOUR 


PROBLEM? 


You’ll want this 
book showing 
16 interesting 
compressed air 
applications. 
Write Dept. US-10. 





QUINCY COMPRESSOR CO. 
QUINCY, ILLINOIS 


Branch Offices: NEW YORK + PHILADELPHIA 
DETROIT * CHICAGO * ST. LOUIS + DALLAS 
SAN FRANCISCO 
Quincy Manufactures Air Compressors Exclusively, 
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When is the farmer paid in Ohio? 


Something’s in season to sell — all 
the time — in Ohio! 


It’s this way. Ohio farmers are not 
one-crop, one-animal, single-season pro- 
ducers. They’re at it all the time — 
growing something, preparing some- 
thing, raising something to keep a 
heavy, steady flow of cash coming in 
month after month, right around the 
calendar. 


And, the Ohio farmer’s guide, season 
after season, is THE OHIO FARMER. 
It’s devoted to Ohio farming omly, to 
helping Ohio hold its position as a 
top-third state in farm income. Little 
wonder it’s the popular choice — read 
by 3 out of 4 Ohio farm families! 








It’s their buying guide, too. So, your 
easiest, most economical way to sell this 
steady, prosperous market is through 
THE OHIO FARMER. Not many states 
with a market so lively...and steady. 
But, two that match it are Pennsylvania 
and Michigan, reached by PENNSYL- 
VANIA FARMER and MICHIGAN 
FARMER. Investigate all three... to- 
day. Write B1013 Rockwell Avenue, 
Cleveland 14. Ohio. 


(Percent Farm Cash Income Received Each Month) 





jon Fee Mer. Apr May dune duly Aug Sept Oct Nev. Dec 


Based on eight-year study of Obio Farm Income— 
1940 through 1947 
(Government Payments not included) 


Advertise in Ohio where it’s WV. 407. 94m all year ‘round! 
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Cleveland, Chie 
PENNSYLVANIA FARMER, Harrisburg, Pa. 
MICHIGAN FARMER, East Lansing, Mich. 
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. . . The basic question: 
How strong is Russia? ... 


tegic intelligence officer and later served 
as deputy chief of intelligence under 
Gen. Omar N. Bradley. 

After the war, Mr. Jackson joined 
New York investment firm, but in 1948 
was called to Washington to serve on q 
committee that reviewed CIA’s work. 
Allen Dulles also was a committee mem. 
ber. In 1950 and 1951, Mr. Jackson was 
deputy director of CIA, succeeded in 
that job by Mr. Dulles. 

Intelligence. As head of CIA, Allen 
Dulles must seek an answer to the ques. 
tion on which all U. S. planning depends; 
How strong is Russia? Beyond that, he 





-Staff Photo-—USN&WR 
LIEUT. GEN. TAYLOR 
... to break war's deadlock? 


and his men must seek out and appraise 
indications of how Russia may be plan- 
ning to use that strength. CIA has been 
called the nation’s first line of defense 
in the atomic era. It is the first safe- 
guard against another Pearl Harbor. 
The systematic gathering of intelli- 
gence, the organization of a spy ring 
in peacetime, is a venture comparatively 
new to this country. In its nearly seven 
years, CIA has floundered through many 
difficulties. The plan was, and is, that 
most of its information come from the 
State Department, the armed services, 
other agencies with foreign contacts. 
There were rows with both State and 
the Pentagon. Co-operation came reluc- 
tantly, if at all. As head of CIA, how- 
ever, General Smith cleared away most 
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_.. Intelligence chief's task: 
comb out inaccuracies 
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ler of these difficulties. Now there is a | 
steady flow of information to CIA, sup- 
a plemented by the findings of CIA’s 
48 secret agents around the world. 
a From all these bits and pieces, CIA 
rk tries to put together an accurate picture 
ty of situations in many lands, but partic- 
as ularly in Russia and the satellites. This 
in means economic, social and political in- 
formation as well as military. It is a 
en laborious task that finally produces an 
25, estimate on which top-level decisions 
“4 are based. : 
he Right now there is criticism of some 
of these estimates, especially those | 
| . 
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| a few million to make... 
LIRAREB LES EME 
you'd analyze this Army Ordnance job in terms of end results— 
machines are only a means to profitable ends. 

You would make certain that one basic production unit gave 
you maximum number of operations—because extra equipment for 
doing any one or more of the 16 operations in a separate set-up 

| e . . 

| would increase machine investment, floor space and man-hour costs. 

You would want to know “how fast?” so to establish dependable 
production schedules—not theoretical output, but a guaranteed 

average of gauge-passing pieces at each work turn. Our approach 

to this is through a vast experience in tooling—ingeniously 
engineered in a way to get the most out of each job. 

These are precisely the end results which led many firms now 

- | producing this Ordnance job in million lots to specify— 
GEN VAN FT | Acme-Gridley Multiple Spindle Automatics 
ins: Wiles ‘he fray is done Your particular work is different, but only in form and size. 
| Ask your engineers to talk with ours about end results. This 

* . : e 
- based on reports from the military serv-._| practice has resulted in our sales of more than 45,000 machines. 
a n3 The addition of arbitrary “safety | SP GP I ne ae See 
, actors” to calculations of Russian | ° rs i 
Ise strength untied’ Gliis: teddies See ‘eis JOB FACTS »@ PART—Steel Container. SIZE—3” long x 114” diameter. 
fe- agner: ted i ie ty 1 ones od “4 MATERIAL—FS1117. OPERATIONS—16 [including shaving all over, 2 rolled threads, 

ds impressions, where what 1s knurl and tap—all class 2 threads and .002 limits on front flange). MACHINE TIME—36 
lie needed is absolute accuracy. Mr. Dulles seconds, (100 per hour). MACHINE—Acme-Gridley 6-spindle, 154” Bar Automatic. 

faces the problem of combing this out 
r at once. 
“ Unity. It all will take a little time. 
ny But, if plans work out, U.S. policies, =" 
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(This article represents the result of an extensive 
research on a problem of outstanding importance.) 
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WHERE YOUR TAX RISES 


NEXT—STATES, CITIES 
Where Government 


Don’t start celebrating the 
prospect of a tax cut yet. State 
and local taxes are going up, not 
down. 

License fees, sales taxes, other 
levies are on the increase. For 
many, they can wipe out any cut 
in federal income taxes. 

Cost of local government is up. 
It's gone from 10 to 25 billions 
since 1946; will be near 30 bil- 
lions by 1956. 


The thought of income tax cuts for 
everybody is very much alive in the 
land. There is a great urge in Con- 
gress to cut income taxes and to do it 
quickly. But before cheering at this 
prospect, the public might wisely take 
a look at another field where the tax 
trend is to be upward, not downward, 
in the period ahead. 

State and local governments find 
that they need more and more money at 
a time when the Federal Government 
is thinking of cutting outlays. These 
governments are under increasing pres- 
sure to build more highways and im- 
prove the ones they have, to construct 
schools for a growing population, to 
build hospitals and other public in- 
stitutions, to extend sewers and water 
mains. Altogether, the estimates of cost 
run into billions. The cost of bringing 
the 600,000-mile federal-aid highway 
system up to adequate standards is 
put at 30 billion dollars. Another 10 
billion is said to be needed for the na- 
tion’s schools. 

Present tax sources are not sufficient 
to meet these needs. State and local 
governments are running deficits, where- 
as only a few years ago surpluses had 
been piling up. Since 1948, annual 
deficits have ranged from a total of 1 
billion to 1.5 billion dollars. It all means 
higher taxes. 

Tax gatherers in States and cities, in 
fact, are all poised to pounce as soon 
as the Federal Government relaxes its 
grip. The man who gets a modest cut 
in his federal income tax, for example, 
may find that his State has decided to 
take a deeper bite out of his earn- 
ings. There are 29 States that tax in- 
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dividual incomes, and they may raise 
rates. 

Even a taxpayer's home town may 
decide that what he saves in a federal 
tax cut might be better spent by the 
city than himself. Income taxes are a 
new device for cities, but they are 
growing in popularity. Before World 
War II, only Philadelphia taxed citizens’ 
incomes, but now 24 cities use this levy, 
The only reason more cities do not tax 
incomes is that most States ban this 
type of municipal tax. However, it is 
being eyed more and more as a lucra- 
tive source of revenue. City income 
taxes have spread from Pennsylvania 
to Ohio, Missouri and Kentucky, and 
Chicago recently was considering an 
income tax proposal. 

The businessman also finds that local 
taxing authorities view his earnings as 
a resource for taxes. In Indiana, there 
is a gross-income tax on everything he 
takes in, before expenses. There are 
gross-receipts taxes in New Mexico and 
the State of Washington, too. 

But it is mainly in cities that the busi- 
nessman’s gross receipts are regarded as 
a target for the tax collector. Nearly all 
cities require business licenses of one 
form or another—for retailing, whole- 
saling, taxicabs and most other activities. 
In 196 of these cities, business licenses 
are based on gross receipts, rising and 
falling as business volume varies. A 
likely prospect is that this tax will be 
used even more widely as the expenses 
of city operations increase. They al- 
ready yield about 100 million dollars 
a year. 

The city shopper, then, is hit by a 
horde of special taxes, which can be 
raised as more money is needed. There 
are retail-sales taxes in 32 States, levied 
usually on all purchases except food and 
medicines. And in States that do not 
have general sales taxes, there are spe- 
cial levies. 

All of the States tax the motorist for 
the gasoline he buys. Often added to 
this are special city taxes on gasoline, to- 
bacco, theater admissions, liquor, auto- 
mobiles, light bills, gas bills and tele- 
phone bills. About half of all cities with 
more than 10,000 population rely on 
such taxes as these for a lot of their rev- 
enue. Special taxes, in fact, account for 
more than half of the total tax receipts in 
the cities that use them. 

(Continued on page 48) 
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Basic research and engineering advances make RCA 
Victor’s 1953 TV receivers the finest you can buy. 


irst with the major advances— 
since ‘Television began ! 


Families living in television areas have seen 
from the beginning why more people buy RCA 
Victor television sets than any other brand. As 
television spreads to new communities, millions 
more learn the same. 

Enthusiastic reception of the 1953 RCA Victor sets 
again proves that advanced research and engineering 
means finer TV. You see it in the improved “Magic 
Monitor” circuit system which automatically screens 
out interference, steps up power, tunes the best 
sound to the clearest picture. 


Further proof of this leadership is the new RCA “Deep 
Image” picture tube with its micro-sharp electron beam 


and super-fine phosphor screen which ensures the finest 
picture quality. It is also seen in receptjon at a distance 
—as well as in automatic tuning of all channels, both 
VHF and UHF. 

Today’s RCA Victor receivers result from the same 
research and engineering leadership that perfected 
the kinescope picture tube, the super-sensitive image 
orthicon TV cameras, reflection-free metal-shell 
tubes—and which opened UHF to television service. 


* * * 
RCA research assures you better value—more for 


each dollar you invest—in any product or service of 
RCA and RCA Victor. 


» Rap1io CORPORATION OF AMERICA 


World leader in radio — first in television 





MISSISSIPPI 


with a Plant in 


MISSISSIPPI.... 


Meet Competition 
in Expanding 
Southern Markets \ 


/ 


One of the seven competitive advantages which Mis- 
sissippi offers Southward-looking industry is nearness to 
the expanding markets of the South and Southwest, which 
have shown economic gains during the past ten years much 
greater than the national average. In addition, Mississippi 
Gulf and river ports afford easy access to the growing mar- 
kets of Central and South America. 


Marquette Cement Manufacturing Company is one of 
the many nationally-known industries which have located 
in Mississippi because of this factor and Mississippi's other 
competitive advantages. This company is producing approx- 
imately one million barrels of high quality cement annually 
in its multi-million dollar plant near Brandon, Mississippi. 

With its exclusive BAWI Plan and other favorable 
factors Mississippi offers industry a competitive position 
in the heart of America’s most progressive region. Get the 
facts on Mississippi before you decide on your new plant 
location. 


MISSISSIPPI 


The 







AGRICULTURAL 
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Jackson, Mississippi 
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State Office Building 
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Revenue is up, but 
spending is up more... 


Finally, there is the general prop. 
erty tax, once the mainstay for both 
States and cities. This tax has dimin- 
ished in importance in recent years, 
chiefly because the burden is admitted. 
ly heavy. That’s why local governments 
have been casting around for new ways 
to tax. 

But now property taxes are rising, 
too. Assessors, aware of the higher price 
of city and suburban real estate, are 
putting a higher value on property for 
tax purposes. That has the effect of 
increasing the tax, even though the rate 
stays the same. And, in some commu- 
nities, the rates are going up, too. 

There is a tax, in fact, on almost 





BS: 


ROAD TO HIGHER TAXES 
Most highways need costly repairs 


every move a person makes. Take New 
York City as an example. The New 
Yorker pays a property tax, a 3 per cent 
tax on retail sales, a gross-business-re- 
ceipts tax, a tax on occupied hotel 
rooms, an automobile-use tax, a special 
cigarette tax. Then there is also a tax 
on the man who runs a retail liquor 
store. The New York situation is by 
no means unique. Nearly all cities use 
one or more such levies. 

The reason why local taxes are go- 
ing up is to be found in the trend in 
State and local spending. That is 
shown in the chart on page 46, which 
shows the outlay for goods and services 
alone. 

Total revenue of States and cities has 
come close to doubling since 1945, but 
the outgo has increased at an even faster 
clip. From 1946 to 1952, the jump in 
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_, . Local areas must build 
schools or cut standards 


local-government income was from 13.2 
billion dollars to 24.4 billion, but in 
the same period total spending for goods 
and services plus other expenses went 
from 11.2 billion to 26 billion. Last year, 
State and local governments ran 1.5 
billion into the red. 

Red ink is likely to appear steadily on 
State and local-government accounts. 
Pressure is increasing to improve local 
school systems, to repair and extend 
streets and highways, to build hospitals, 
to bring water mains, sewer lines and 
other municipal services to new suburbs. 
All this costs money. 

Take schools. A federal survey finds 
that 6 million school children now are 
attending classes in rickety, inadequate 
buildings, and that another 1 million 
are going only part time because of class- 
room crowding. The school population, 
moreover, will increase by 1 million a 
year in the next three years because of 
the high birth rate in the ’40s. All this 
means that cities and States either must 
undertake a vast school-expansion pro- 
gram or cut down educational standards. 
The choice probably is to be for more 
and better schools. 

The nation’s highways also require 
repairs and expansion. The American 
Association of Highway «Officials esti- 
mates that 424,000 miles of the 600,000 
miles in the federal-aid system need 
major repairs and improvement. The 
same situation prevails on the 1.3 mil- 
lion miles of surfaced streets and roads 
not in the federal-aid system. In ad- 
dition, the growing numbers of auto- 
mobiles on the road require new high- 
ways to be built. ‘i 

New construction also is needed for 
hospitals, prisons and other public 
institutions, which have been held back 
because of restrictions resulting from war 
and the present mobilization program. 
The recent growth of cities has left 
them with inadequate sewer and water 
systems, and there are demands for 
municipal action to prevent stream pol- 
lution. ; 

The Commerce Department estimates 
that States and cities very probably will 
increase their outlay for new construc- 
tion from 6.6 billions in 1952 to between 
8 and 10 billions by 1955. This expan- 
sion would make only a mild dent in the 
backlog of estimated needs. 

The debt of State and local govern- 
ments, thus, is on the rise. During the 
war years, when nothing could be spent 
on improvements, State and local debt 
was trimmed by 4 billions. But in the 
last six years this debt has been 

(Continued on page 50) 
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Young Businessman-—te left Minneapolis an 
hour ago. In less than 6 hours he will be in Seattle. By taking 
an airline he has saved at least 29 hours, and has avoided 
usual travel discomforts. 


What’s more, he knows that airline dependability is now 
so far advanced that winter weather is generally no more 
of a factor—and often even less of a factor—than in other 
types of transportation . . . UNITED AIRCRAFT CORPORATION 

East Hartford, Connecticut 























One good reason for 


taking that 


SOUTHERN 
CALIFORNIA 





usiness trip now... 


Make your business trip to Southern Cali- 
fornia deliver a dividend of health and a 
bonus of fun. 


TAKE IT NOW! 


You can do your job here...and get in sightseeing, 
relaxation, and fun in the sun in a winter vaca- 
tionland unlike any other you’ve ever known. 


Only in Southern California would you drive 
through miles of fragrant orange groves to make 
a business call at a steel mill. 


Only here would you find a jet engineering plant 
just a furlong away from a flower-bordered race 
track...and an ultra-modern shopping center 
just an iron shot from a palm-fringed golf course. 


And nowhere else will you find a $5-billion mar- 
ket, desert, mountains, ocean, sunshine, plus the 
world’s TV, radio and movie capital—all in one 
place! 


So let us send you our free color folder that gives 
full information on how to get the most out of 
a trip to Los Angeles County and all Southern 
California. Just mail the coupon below. ..today. 


ALL-YEAR CLUB OF SOUTHERN CALIFORNIA, LTD. This advertisement 
sponsored by Los Angeles County Board of Supervisors for citizens 
of Glendale, Hollywood, Inglewood, Long Beach, Los Angeles, 
x Pasadena, Pomona, Santa Monica and 182 other communities. 


All-Year Club of Southern California, Dept. 2-J 
629 So. Hill St., Los Angeles 14, California 


Please send me your free color folder, “PLANNING 
YOUR SOUTHERN CALIFORNIA VACATION.” 


Name 





Street 





City Zone 





State 





PLEASE PRINT NAME AND ADDRESS 
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. . . New bonds are popular, 
but taxes rise anyway 






increased by 14 billions. It seems certain 
to go higher, and that will lead to higher 
taxes. 

In an attempt to side-step higher 
direct taxes, localities now are issuing 
a new type of bond whenever possible, 
This is the revenue bond, backed by 
the income expected to flow from the 
project to be built. Revenue bonds are 
being issued for toll highways, such as 
the New Jersey Turnpike, and_ toll 
bridges. Proposals running into several 
billions are being advanced for this type 
of highway construction. 

Cities, too, are using revenue bonds 
to finance parking lots and municipal 
garages to ease the traffic problem. 




















































‘KEEP THE CHANGE’ 
... if any 


Revenue bonds have even been issued 
for municipal golf courses, public audi- 
toriums, public markets, bus terminals, 
waterworks, sewer systems and airports. 

This type of financing does not re- 
quire increased direct taxes, but it adds 
to the taxpayer’s expense, nevertheless. 
He has to pay to use the toll roads and 
bridges. He pays a parking charge in 
the municipal garage, or even to a park- 
ing meter, which is growing in use. 
Cities, in fact, are increasingly inclined 
to make special charges for garbage 
collection, sewage disposal and other 
municipal services. 

The cost of Government quite defi- 
nitely is to stay high. That means the tax 
dollars that may be released by the 
Federal Government at Washington will 
be sought, one way or another, by State 
and local collectors. ‘ 
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Your Partner 


in Progress 





For everything from chairs to switchboards 
... from fishing rods to counter tops... RCI 
produces job-tailored laminating agents and 
adhesives that assure remarkable strength. 
Moreover, RCI’s awareness of industrial 
problems is seen in its realistic pricing poli- 
cies ... its rapid delivery of orders . . . and its 
reputation for supplying “know-how” to the 
users of its numerous quality materials. 


Creative Chemistry... 


REICHHOLD® 





RCI Makes This a Seat of Strength ! 


No wonder that Reichhold has plants on 
every continent... that it has become a major 
producer of synthetic resins for a variety of 
applications, as well as a manufacturer of 
chemical colors, phenol, glycerine, phthalic 
anhydride, maleic anhydride, sodium sulfate 
and sodium sulfite. 


REICHHOLD CHEMICALS, INC. 
630 Fifth Avenue, New York 20, N. Y. 








Tce—dread word to airmen—haunts the 
heights where jets prowl. Ice — that 
builds up in a split-second, choking off 
air to the engines where air is life! Yet, 
this death-grip has been broken, this 
barrier conquered by an ingenious de- 
vice, the new Diaphlex Ice Detector. 
Riding in the air intake of a jet, this 
mechanism instantly detects icing con- 
ditions, immediately activates the en- 
gine’s de-icing equipment—thus ending 
another peril of the sky. It is the newest 














of the more than four-hundred prod- 
ucts for aircraft made by the Diaphlex 
Division of Cook Electric Company. 

Cook Electric Company and its many 
divisions serve industry and govern- 
ment in high specification, precision 
work. No order is too large or too small 
—from massive expansion joints to the 
smallest electronic components. 

Write today for complete informa- 
tion about our varied services and 
facilities. 


Customers Like These 
Have Contributed to the 
Remarkable Growth of 
Cook Electric Company 


North American 
Aviation, Inc. 
Abbott Laboratories 


Brown & Root, Inc. 


Question Box. Correctly named a ‘“CLIMATIC Test Chamber’’ . 


this apparatus subjects your product to a variety of controlled con- 
ditions. Here tests are conducted for simultaneous reactions to tem- 
peratures from —100°F. to +-250°F., altitudes to 300,000 feet, 
plus extremes of humidity. This equipment is one of numerous 


Kellogg Switchboard 
& Supply Company 


testing facilities available in our Inland Testing Laboratories. 


Cook Electric Company 





Established 1897 
General Offices & Main Plant © 2700 Southport Avenue ® Chicago 14, Illinois 
Diaphlex—aAircraft Components and Accessories © Wirecom—Wire Communications, Protection & Distribution 
Apporotus © Magnilastic — Expansion Joints and Heavy Industry Equipment ¢ Airchasis — Airframe Structures 
Cook Research Laboratories — 8100 Monticello Avenue, Skokie, Illinois © Metal Fusion — Heat Treating, 
Brazing and Annealing ¢ Inland Testing Laboratories — 2745 Janssen Avenue, Chicago 14, Illinois © Sub- 
sidiory: Canadian Diaphlex Limited — Aircraft Components and Accessories, Toronto, Ontario, Canada 
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CRISIS FOR SOVIET 
—IT’'S SABOTAGE 


ZURICH-—This city is a_ listening 
post—one of the best in Europe—for learn- 
ing what goes on behind the Iron Cur- 
tain. Men with trade ties in the Commu- 
nist countries have to keep abreast of 
conditions there as a matter of practical 
business. One such businessman, a recog- 
nized authority on East Europe, has re- 
turned from a periodic visit to the satel- 
lite capitals with this report: 

@ Prague: Rations are the shortest 
they have been since the war ended. 
There are long lines at the shops. Coal 
and electricity are scarce, especially for 
householders. 

A Czech citizen who didn’t dare op- 
pose the Communists when they first 
came in now finds subtle ways to sabo- 
tage the regime. The peasants have re- 
sorted to passive resistance. 

Moscow is draining Czechoslovakia of 
its wealth. The Soviets overcharge the 
Czechs for Russian goods and underpay 
them for Czech goods. Trade with the 
West is being throttled. 

Before the war, Czechoslovakia was 
comparatively rich. It was damaged very 
little by the war. Now it is a desolate 
country, terribly run down. 

e Bucharest: Stalin has been using 
the Rumanians as guinea pigs to test 
his policy of anti-Semitism. When care- 
ful tests over a period of months showed 
that attacks on Jews were popular, 
Stalin began applying the policy gen- 
erally. 

e Sofia: Bulgarian peasants haven't 
given up yet. They are continuing to 
fight collectivization of their farms. 

e@ Budapest: There is a new Hungar- 
ian aristocracy. It totals about 5,000 and 
is made up of Communist Party bosses, 
generals, actors, engineers, scientists. 
They get top salaries and, in addition, 
are permitted cars, chauffeurs and passes 
to special shops and night clubs. The 
average industrial worker, in contrast, 
has to pay half a month’s wage to buy a 
pair of low-quality shoes. 

e@ Warsaw: Poland remains the most 
independent of the satellites. The Rus- 
sians fear the Poles’ fighting spirit. You 
don’t see the Soviet officers or soldiers 
in Polish cities. There are no pictures of 
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Stalin around, or those house-size Com- 
munist Party posters. 

The fact is that the Poles are doing 
pretty well. Polish miners have a bigger 
real income than British miners. The 
steel mills near Cracow are really going 
up, though the U. S. embargo has forced 
Poland into heavy obligations with the 
Russians for rolling-mill equipment. 
Economic planning in Poland has worked 
better than in the other satellites, partly 
because Moscow has interfered less. 

Polish Communists give the impres- 
sion of being Poles first, Communists 
second. Even the military boss of the 
country, Soviet Marshal Konstanty Rokos- 
sovski, is suspected of strong feelings for 
his native Poland. 

The Polish Army is good. It would 
defend the homeland but it wouldn’t be 
reliable in a Soviet war of conquest or 
for punitive action. 

e East Berlin: The Soviet program 
for East Germany has failed. Moscow 
now has to deal with three crises, one on 
top of the other. 

Collapse of the labor unions and an- 
tagonism of industrial workers make one 
crisis. This is important because the in- 
dustrial workers should be the backbone 
of a Communist regime. East German 
workers have balked at Soviet discipline 
and practices. Extreme differences in 
wages—50,000 marks a month for a top 
engineer, 140 marks a month for a 
handyman—violate German tradition. 

On East German farms, the peasants 
are opposing collectivization. Those who 
can are fleeing. Others take refuge in 
passive resistance. Food production and 
distribution have declined critically. 

There is a third crisis in the cities 
among low-income groups. Many in these 
groups are hungry, very close to starva- 
tion. Food is short, and so are consumer 
goods in general. 

A situation like this is more demoraliz- 
ing for East Germans than for other East 
Europeans, or for Russians. Many East 
Germans are still in touch with rela- 
tives and friends in West Germany and 
can compare conditions from day to day. 
They get letters from the West, hear the 
West German radio, talk to people in 
Berlin. Everything they see and hear 
proves that things are getting better in 
the West and very much worse in the 
East. . 

The Soviet answer to these three crises 
in East Germany is to suppress them. 
Economic crisis is to be drowned out 
by a wave of terror. 

@ East Europe in general: The pres- 
ent difficulties are a result of crop fail- 
ure, Communist mismanagement, too 
much industrialization, too much ex- 
ploitation by Moscow, Soviet insistence 
on arming and stockpiling for war. 

Stalin knows his position in the satel- 
lite area is not good. He will go on ex- 
Ploiting the satellites, however, as long 
as possible. 
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, It's q | 


| warehouse -- 


Steel Warehouse, 
Spokane, Wash. 





It's a 
car wash-- 





Butler 
Building! 








De Lange and Bales’ 
Rapid Auto Wash, 
Springfield, Mo. 


It's a | 


food store-- 














Minimax Food Stores, 
Green Bayou, Tex. 


Everywhere you go you see versatile, adaptable But- 
ler Buildings with galvanized or aluminum covering. 


Fire-Safe P ; Weather-Tight 
Low Cost anaes Easily Erected 
No matter what your building problem — large or 


small — there’s a Butler Building that will fit into your 
plans! Send coupon below for complete information. 


Straight Sidewalls — Get All the Space You Pay For. 


For prompt reply, address office nearest you. 
BUTLER MANUFACTURING COMPANY 
7387 East 13th St., Kansas City 3, Missouri 

987A Sixth Ave., S.E., Minneapolis 14, Minnesota 
Dept. 87A, Richmond, California 

(J Send name of my nearest Butler dealer 


[) Send complete information on Butler Buildings 
for use as 


KANSAS CITY, MO 


ngham, Ala. — _ Richmond, Calif 


Galesburg, Ill —_ 


Minneapolis, Minn 


Name 
Address 
Firm 





STEEL BUILDINGS 
NT—CLEANERS EQUIPMENT 
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ow TAPE keeps “flying 
tells time... traps 


Photo by Richard Dunn, Astronomy Dept., University of Minnesota 


Strips of super-strong “Scotch” 
Brand Filament Tape carry instruments 
weighing hundreds of pounds on Gen- 
eral Mills’ high-altitude research 
balloons—balloons often mistaken for 
“flying saucers” during the past three 
years. And this same tape handles 
many more “down to earth” jobs— 


BRAND 


SCOTCH --»- Over 200 pressure-sensitiveh 


packaging, strapping, palletizing—in 
dozens of different industries. 

There are over 200 kinds of “Scotch” 
Brand tape—one for practically any 
requirement. We’d like to help you, as 
we’ve helped many others, find the 
right tape for your job. The coupon on 
the right will get immediate attention. 
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TAPE THAT TELLS TIME: Bakers use Colored M TAPE 
strips of familiar ‘“‘Scotch’”’ Brand Cellophaie ff are s 
Tape to date loaves of bread —a different color Mf Bran 
of tape for each day of the week. Rememtet:  yent 
tape can identify. Rem 
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are sealed by a paper-backed ‘“‘Scotch” Brand ] of “ 
Tape with a special adhesive that sticks to the 

job at 20° below! Remember: tape can stitk 

in subzero temperatures. 





OVER 50 STANDARD DISPENSERS (like this one 
that delivers double-coated tape with 
adhesive sides exposed) are ready to handle 
almost any production-line problem. Our 
engineers will help you choose the right 1 
—or, if necessary, will adapt a special unit to 
your particular job. Write for information. 


! 


Minnesota Mining & Mfg. Co., St. Paul 6, Minn.—also makers of “Scotch” Sound Recording Tape, “Underseal” Rubberized Coating, “Scotchlite” Reflective Sheeting, 
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ights cold 
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TAPE THAT MOISTURE-PROOFS: “Wet” batteries 
are shipped “dry” with snips of a “Scotch” 
Brand Acetate Fibre Tape over battery cap 
vent-openings to seal out dust and: moisture, 
Remember: tape can seal airtight. 


TAPE THAT STICKS TWICE: Adhesive on one side 
of “Scotch” Brand Double-Coated Tape sticks 
to back of metal engravings. Other adhesive 
side anchors engraving to mounting. Remem- 
ber: tape can stick on both sides. 


TAPE THAT CHANNELS TRAFFIC: Storage areas, 
danger zones and traffic lanes are quickly 
marked on factory floors with this tough 
“Scotch” -and Tape made from plastic film. 
Remember: tape can resist abrasion. 


TAPE THAT REFLECTS HEAT: Thermal-reflective 
aluminum insulation is sealed at the joints by 
a “Scotch” Brand Pressure-Sensitive Tape 
with aluminum foil backing. Remember: tape 
can be made of metal. 


TAPE THAT BLOCKS ACID: Acid eats away only 
the areas of this propeller hub not protected 
by a special ““Scotch”’ Brand Tape that’s made 
with vinyl plastic. Electroplaters report perfect 
results. Remember: tape can resist acids. 


TAPE THAT TRAPS RIVETS: Hundreds of rivets 
at a time are held in hammering position by 
a “Scotch” Brand Pressure-Sensitive Tape with 
adhesive only along the edges. Remember: 
tape can be specially designed. 


This FREE plant survey can save you money! 


Mail coupon today for a 
free plant survey by a 
qualified 3M engineer. 
See how you can cut costs, 
speed your production! 


Minnesota Mining & Manufacturing Co., Dept. US-23 
Saint Paul 6, Minnesota 
[_] Please have a 3M engineer call. 


[_] Please send more information on “Scotch” Pressure- 
Sensitive Tapes for 
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pes...engineered for every industrial use! 


Walk” Non-slip Surfacing, “3M” Abrasives, “3M" Adhesives; General Export: 122 E. 42nd St., New York 17, N.Y. In Canada: London, Ont., Cans 








Like most installations, a pipe line is part materials and part 
labor. And the labor part has been getting bigger and bigger. 


This growing labor cost is no small consideration when buying 
piping equipment. It costs just as much to install an inferior valve 
as a good one. And it costs a lot more to service the inferior one. 
For a single item, that difference might not be significant. But 
single items don’t make a piping system. Instead, you may use and 
have to maintain hundreds, even thousands of individual valves. 


Simple arithmetic tells why today it’s more important than ever 
to buy valves that last longer and need fewer repairs. That’s why 
Crane quality makes Crane the line for the thrifty buyer...it’s why 
more Crane Valves are in use than any other make. 


Crane Co., General Offices: 836 S. Michigan Ave., Chicago 5, 
Ill. Branches and Wholesalers Serving All Industrial Areas. 
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News YOU Can Use 


IN YOUR PERSONAL PLANNING 





24th and N Streets, N.W. 
Washington, D. C. 


If you are thinking of buying or building a home, you will do well to shop 
around before signing on the dotted line. Prices remain high, by any standards 
known until the last few years, but the market is losing some of its old zip. 

By taking your time, looking over the offerings thoroughly, and doing 
some bargaining, you may get a better buy than you could have a few months back. 


WHAT HOME BUYERS SHOULD KNOW. You need to watch trends in the house market. 

The sellers' market, in most places, is giving way to a buyers' market. 

New houses are not selling as readily as they did a while back. Specula- 
tive builders, more and more, are having trouble. Many, to move houses that 
sat vacant for months, have had to trim prices. That trend is not universal, 
but it is spreading. Before buying, check your own community. 

Older houses, just about everywhere, are Slipping in price. AS a rule, 
they no longer bring their full replacement value. Buyers, fancying new gadgets 
and modern designs, are forcing markdowns for obsolescence. 

If you can find an older house that suits the needs of your family, you 
might save money by buying it--instead of building to your own specifications. 

The trend suggests this other important point: If you plan to sell your 
present home before buying another, you might do well to act rather promptly. 





BUILDING PRICES. The authorities seem to agree on this: 

You can't count on much, if any, further drop in the cost of building 
a house this year. A few types of material may decline in price, but the 
pay of construction workers is likely to keep rising. 





Even if the home-building market goes sour, there will be much de- 
mand for labor and materials for new stores, theaters, schools, etc. 

To save any money on a new house, your best bet is to talk your 
builder down on his profit margin. Competition among builders is getting 
keen. That's why bargaining on price is in order now. 

Don't expect too much, though. A house that cost $10,000 to build 
in 1939 costs $25,190 today, on the average. 


OTHER BUILDING NOTES. These points, too, are worth considering: 
Interest on your home mortgage may be higher if you wait. The trend is 
upward. Government is considering an increase on insured and guaranteed loans. 





If these rates are not raised, you may have trouble getting a loan insured 
by Federal Housing Administration or guaranteed by Veterans' Administration. 


(over) 
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NEWS YOU CAN USE-- (Continued) 





Materials, in general, are plentiful. Little, if any, trouble there. 
Big war or a sharp drop in general business activity would upset the 
building outlook given here. Neither, at the moment, seems likely. 


FARM LAND. To people who are considering buying or selling farms, it is 
useful to know that the long-term upward trend-in land prices has halted, at 
least temporarily. This is shown by a new Agriculture Department survey. 

Agriculture also reports, for what it is worth, that two thirds of the 
farm real estate men questioned in the survey thought there would be no major 
change in prices in early 1953. Of the remaining one third, there were twice 
as many expecting price declines as expecting price increases. 

If the majority is right: Nothing is to be gained by waiting a few more 
weeks to sell, and nothing to be lost by waiting to buy. 


LAND PRICES. The increase in farm-land prices, over the years, has 
varied greatly from one area to another. The Agriculture Department sur- 
vey gives details on the rise, State by State. You can get a copy by writ- 
ing the Bureau of Agricultural Economics, Department of Agriculture, 
Washington 25, D.C. Ask for the latest issue of "Farm Real Estate Market." 





INCOME SPLITTING. Under a decision of the Fourth Circuit Court of Appeals: 

Your privilege of splitting the family income with your wife, for tax pur- 
poses, gets a broad definition. The splitting system applies not only to your 
regular income for the current year, but also to any long-term income you re- 





ceive for services rendered in prior years. 

That rule holds even though the compensation now received is for work done 
prior to 1948, the year in which the income-splitting provision was enacted 
into law. In the case at issue, an attorney collected fees in 1948 for legal 
work done over a period of seven earlier years. He filed a joint return for 
1948, splitting the fees with his wife. The court upheld hin. 


STOCK MARKET. Despite recent losses, the stock market remains in what 
the technicians call a "primary upward trend." What this means is that the 
signal, under the Dow Theory, has not yet sounded for an end of the bull 
market. In this connection, note that the price drops of industrials and 
rails in recent days has wiped out only about one fourth of the gain that 
was registered in the earlier two-month rise, which began last October. 





DISABILITY INSURANCE. Many write in to ask whether people who are hurt 
or otherwise disabled are entitled to payments under a federal system of dis- 





ability insurance. The answer is no. President Truman did propose such a pro- 
gram, but Congress never put it into effect. However, there are 39 State gov- 
ernments that have relief programs covering the needy disabled. All States have 
workmen's compensution laws to cover insured workers hurt on the job. 


PRISONERS OF WAR. If you were a prisoner of the enemy in World War II, 
you can file a claim for benefits to compensate you for inhumane treatment. 
The rate is $1.50 a day for the period you were in a prisoner-of-war camp. 

Get an application blank from War Claims Commission, Washington 25, or a 
regional office of Veterans' Administration. Deadline for filing: April 9. 
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3 THE WILDS OF ALASKA, back in 1900, some 
prospectors saw a patch of green among the 
rocks. It looked like grass but it was actually 
copper . . . the richest copper ore in the world. 


That mine was the beginning of Kennecott 
Copper Corporation. And although it was fin- 
ally exhausted in 1938, its place has been 
more than filled by other Kennecott mines in 
Utah, Nevada, Arizona, New Mexico and 
Chile. 


Exploration is a big part of Kennecott’s job. 
And Kennecott’s highly trained scientists, 
backed by every resource at our command, 
are constantly searching for new mines. 


Kennecott 


COPPER CORPORATION 


Fabricating Subsidiaries: 
CHASE BRASS & COPPER CO. 
KENNECOTT WIRE & CABLE CO. 








GLOBE OiLIFT solves 
another materials 
handling problem... 





The loading wharf at this Baltimore wholesale 
grocery is 54 inches higher than the warehouse 
floor inside. Handling costs were high and plans 
for increasing the number of retail outlets served 
were stymied—until a Globe Ramp Eliminator 
was installed. 

Now, trucks spend less time at the loading wharf 
because there’s no more “muscling’” of loads 
between wharf and warehouse levels. One man 
does the work of many: the hydraulic-powered plat- 
form recesses flush with the floor and rises to the 
exact level of the wharf. Materials are handled 
economically and safely. This firm now serves 
more customers better. 

Valuable data on solving materials handling prob- 
lems with Globe Ramp Eliminators, Machine Feed- 
ing Lifts, Production Lifts, Self-Leveling Ramps, 
Passenger and Freight Elevators is available from 
Globe Hoist Company, 1000 E. Mermaid Lane, 
Philadelphia 18, Pa. Write for Bulletin U. S. 500, 
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We’ve Been Asked: 
HOW CAN U.S. CUT PAY ROLL? 














| 


® Can the change-over in Administration bring about a 
big cutdown in Government jobs? 


@ Many present workers have no employment protection 
under rules of the Civil Service Commission. 


© Veterans are given the greatest security in federal jobs 
under the Veterans’ Preference Act of 1944, 


The question is raised: Can President 
Eisenhower, if he wants to, make 
sharp cuts in Government jobs in 
the face of Civil Service rules? 

The answer is that drastic cuts can be 
made regardless of Civil Service regula- 
tions. It often is easier, in fact, to make 
wholesale cuts through reductions in 
force, or through reorganization, than to 
fire individuals for incompetence. 


Are people with Civil Service status 
being fired as the new Administra- 
tion moves in? 

Yes, they are, in some departments. 
Usually, to date, the firings involve 
persons rather high up. They sometimes 
find that their jobs are “reorganized” 
out from under them. Civil Service does 
not give protection from loss of job when 
the job itself is abolished. 


Just whom does Civil Service cover? 
There are about 2.6 million civilian 
employes in the Government, of whom 
184,500 have jobs outside the U.S. Of 
this total, 1.3 million—or about one 
out of two-—are covered by Civil 
Service. These workers have protection 
against arbitrary firing even though they 
may be less efficient than some other 
employes in a department or agency 
who are let out. But they can be re- 
organized out of their jobs. 


What of others not covered by Civil 
Service? 

There are about 1 million Government 
workers who have indefinite appoint- 
ments. These do not have the same 
protection as those who have Civil Serv- 
ice status. They usually are protected 
only by regulations that can be changed 
easily, and their appointments can be 
terminated. Some of these workers, 
however, have preference as veterans 
when it comes to laying off Government 
employes. 


Then there is another group of about 
300,000 temporary workers. They can be 
hired and fired freely. 


Is there a barrier, then, to job cuts? 
Not really, if a cut is wanted. There are 
many ways by which a reduction in Gov- 


ernment employment can be _ broughi 
about. This can be done by order of the 
President or by Congress in withhold 
ing funds for salaries. 


When does the trouble come in? 
The trouble often starts when the Goy. 
ernment tries to deal with an individual 
who thinks he has certain job rights. He 
may demand a hearing, particularly jf 
he is a veteran with special rights. There 
are procedures to be followed, whic) 
take time. A hearing sometimes is heli 
in the agency, or the case may even bk 
reviewed by the Civil Service Commis 
sion. In the end, if this man wins hi 
case, he must be reinstated. 


Does Civil Service control the order in 

which workers are laid off? 
It does for workers covered by Civil Serv- 
ice rules. This means that a poor worker 
often must be held while a more compe- 
tent one is let go because the poor one 
has more length of service or other Civil 
Service credits. Or the poor worker may 
have veteran’s preference. 


Can Civil Service workers be fired be- 
cause of incompetence? 

That sometimes is possible. Each depat- 

ment or agency has a system of efficienc 

ratings. And the rules say that a Civil 

Service worker can be dropped to “pr 

mote the efficiency of the service.” 


Employes also can be dismissed for a 
number of other causes. These include 
criminal, dishonest or immoral condu¢, 
drunkenness, physical and mental unfi- 
ness and disloyalty to the U.S. Goveri- 
ment. 


What preference do veterans have? 
In addition to having preference in get- 
ting Government jobs, veterans have a 
preferred standing when it comes to the 
laying off of workers. A veteran with a 
rating of satisfactory or better is not sup- 
posed to be dropped until all nonveter 
ans in comparable jobs competing with 
him are laid off. This preference, which 
also applies to exservicemen and women 
of the Korean period, extends to some 
wives and widows and in some cases t0 
mothers of veterans. 
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Trend of American Business 











24th and N Streets, N.W. 
Washington, D. C. 


Interest rates are going up. Treasury is reconciled to that. 

Rise in interest rates is a definite sign that the new Administration is 
committed to a tight money policy, to an end of cheap and easy credit. 

Longer-term debt also is to be preferred over short-term debt. That will 
relieve the Treasury's pressure on the money markets somewhat. 

These policies were known to have been favored by the men whom President 
Eisenhower assigned to the Treasury. Now they are acting on those beliefs. 











Tip-off on the new policy comes from the Treasury's latest offering. 

A medium-term bond issue, maturing in 5 years, 10 months, is offered at 
2.5 per cent. That's the rate that former Secretary Snyder used to insist on 
for the longest of Treasury bonds. He got into a fight over that. 

A certificate issue, maturing in one year, is offered at 2 1-4 per cent. 

These offerings are made to refinance an 8.8-billion-dollar certificate 
issue that matures February 15. The old issue paid 1 7-8 per cent. 











Meaning of these moves is that the Treasury no longer plans to dominate 
the money markets by artificially holding down interest rates even at the cost 
of increasing the supply of money. It's an anti-inflationary policy. From now 
on, the Treasury will let business demand guide the money supply. 


Federal Reserve Board is to regulate money and credit by time-honored 
methods. It can tighten credit by selling Government securities and by raising 
its discount rate. It can loosen credit by buying securities. 

FRB policy lately has been rather neutral. It has neither bought nor sold 
securities in any great volume. It has raised its discount rate moderately. 

Effect of FRB policy, however, has been to tighten credit. Banks had only 
397 millions in excess reserves at the end of January. They used to have more 
than a billion. Excess reserves enable banks to expand loans. 

Bank borrowings from the Federal Reserve are around 1.3 billions. They 
have to pay 2 per cent interest on these loans. 

The present situation results in influencing banks to go easy in making 
loans to business and individuals, to put the brakes on credit. expansion. 











Next step in Government credit policy is likely to be higher interest 
on home mortgages. That is under consideration at the moment. 

Rate on guaranteed home loans now is 4 per cent under Veterans’ Adminis- 
tration, 4.25 per cent under Federal Housing Administration. 

Supply of mortgage credit is said to be scarce at these rates. But the 
officials in charge of the programs advise against hiking rates right away. 

However, it is improbable that the Administration will favor tightening 
credit with one hand, in operations of Treasury and Federal Reserve, while 

(over) 
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TREND OF AMERICAN BUSINESS-- (Continued) 





easing credit with the other hand, through federal-mortgage programs. The likely 
course is that mortgage rates will follow other rates up. 


What credit policies do to home building remains to be seen. 
Builders are counting on starting 1 million dwelling units this year. 
Supply of mortgage credit will affect these plans. If builders cannot 

get loans, they are unlikely to be able to build as many houses as now planned. 
Higher interest rates may bring more money into the mortgage market. 











Optimism about the business outlook, however, continues to be strong. 

Good business for at least 3 to 4 months is seen by industrial purchasing 
agents. This group usually is inclined to take a rather gloomy attitude. 

Here, briefly, is what the purchasing agents now find: 

New orders are up. Higher production, however, is cutting into backlogs. 

Prices are stable on the whole, with a slight tendency to decline. 

Inventories continue to decline--a rather healthy tendency. 

Employment is increasing. Skilled workers are short. 

Productivity is improved. Labor unrest is found to be easing. 

A steady improvement in business activity is expected. Purchasing agents, 
nevertheless, still are buying cautiously. Seldom do they place orders for 
more than 90 days ahead. Most buying is in the 30-to-60-day range. 























Government controls over business are definitely on the way out. 

Wage controls will end by April 30, if not earlier. 

Price controls will go by April 30, too, if not before that date. 

Immediate removal of wage and price controls is being urged by Congress. 
Leaders say they will not be continued beyond April 30, so why not end them now. 
They are even dubious about providing for any stand-by controls. 

Farm committees in Congress want livestock=-price controls dropped right 
away. They insist that controls are raising hob with the meat industry. 

Some price controllers will tell you, privately, that ceilings may even 
be holding prices up. Reason: Ceilings must be high enough to meet a so-called 
"industry earnings standard." That means price protection for marginal firms. 
Result: More efficient producers are getting higher prices than they need. 

















Real argument now is going on about material controls,but even they are 
considered to be very pressing at this time. 

One faction favors dropping material allocations at the end of March. 
Another faction wants to keep controls until June 30. 

There is no argument, actually, on the point that the material supply is 
easing rapidly. Nearly everyone expects steel to be adequate by April. Copper 
is expected to be all right by June, aluminum by midyear. 














Machine-tool industry sees problems coming up. Tool orders are dropping. 

Machine-tool production runs in sharp cycles and makers see a down cycle 
developing, as it did just after World War II. 

Industry proposal is to let buyers fix their own depreciation rates on 
machine tools. Argument is that this will speed plant improvement, hike orders. 

A Government plan suggests stockpiling tools for use in emergencies. 

This is one problem that can be decided only by Congress. 
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Ordinary, steel filing cabinets and obsolete safes cannot protect records from fire damage. 





Could you stay in business with records like these? 


The records on which the very life of your business de- 
pends should be safeguarded against destruction by fire. 

Don’t rely on your “fireproof” building for protection. 
It won't burn but its combustible contents will — fur- 
nishings, floor coverings and records. 

And don’t rely on your standard steel filing cabinets 
either. Their thin walls only transmit heat, scorching 
papers within beyond recognition in as little time as 
five minutes. 

You're insured? Read your policy. Insurance doesn’t 
cover loss of business records. In fact you need accurate 
records to establish your proof of loss status, 


CERTIFIED FIRE PROTECTION FOR EVERY VITAL RECORD 
Act now — before fire strikes —to protect your ledgers, 
correspondence, inventory records, tax records and other 
“recorded assets” in Remington Rand Insulated Safe- 
Cabinet equipment. Full range of Safe-Files and other 


convenient, economical, “point-of-use” units to choose 
from...some 200 models, the world’s largest selection, 
certified for 1 to 4 hour fire protection, according to your 


fire hazards. 


Free 8-page booklet, No. SC-684, describes this “point- 
of-use” equipment in detail. Get your copy today from 





the nearest Remington Rand Business Equipment Cen- 
ter. Or, write to Room 1683, Management Controls 
Reference Library, 315 Fourth Ave., New York 10, N.Y. 





Remington Rand Safe-File with top corner cut away, revealing 
built-in, steel-reinforced, monolithic insulation. This, and inter- 
locking tongue and groove construction of drawer openings, 


make each drawer a separate, fire-protected compartment. 


CERTIFIED FIRE PROTECTION AT POINT-OF-USE! 
OVER 200 MODELS TO CHOOSE FROM 


Labor Week 















HERE’S THE NEXT LABOR LAW 





Employer Gets More Say; Unions, More Security 


Employers will get some 
breaks, and so will unions, when 
Congress gets around to revising 
the Taft-Hartley Act this year. 

Bosses will have more freedom 
to speak out against unions. Some 
changes in Labor Board attitudes 
can be expected. 

Amendments now planned are 
those of Senator Taft. There may 
be others, but Taft's line is the 
one likely to be followed. 


If Congress rewrites the Taft-Hart- 
ley Act to suit Senator Taft (Rep.), of 
Ohio, as now seems likely, here is 
what the revised law will mean to 
employers and unions: 

Freedom of speech will be broad- 
ened for employers. If the boss wants to 
call his workers together during work- 
ing hours to tell them what he thinks of 
a union, he can do so. Furthermore, he 
no longer will need to give the union 
officials an equal opportunity to address 
the workers, as has been ordered re- 
cently by the National Labor Relations 
Board. 

Ousting a union from a shop, on the 
other hand, may not be so easy as it 





SENATORS PLAN LABOR-LAW CHANGES 


—United Press 


Ohio’s Taft, New Jersey's Smith 


now is. As the law stands, an employer 
who wants to run his plant during a 
strike can hire replacements for strikers, 
and if an election on bargaining rights 
is held, the new workers can vote but 
the strikers cannot. This sometimes en- 
ables an employer to get rid of a union 
when his employes vote to take away 
bargaining rights. 





FREEDOM OF SPEECH FOR EMPLOYERS 
They can expect more of it 





Under Taft’s plan, however, strikers 
will be able to vote in the election. This 
might enable the union to get enough 
votes to hold on to bargaining rights 
after the strike. 

Firing a striker also may become a bit 
more difficult for the employer. The 
law now allows him to discharge a 
worker who goes on_ strike without 
waiting for a 60-day cooling-off period 
at the end of a contract term. This clause 
is to be revoked, but employers still 
will be able to fire strikers under some 
conditions. One is if the strike violates a 
no-strike clause in the contract. 

Firing a Communist from a factory or 
office job is to be easier under another 
amendment. This will allow a union to 
demand the firing of a worker on the 
ground that he is a member of the 
Communist Party or a supporter of the 
party. As the law is now, under a “union 
shop,” the union can get a worker dis- 
charged only where he fails to keep up 
his dues payments to the union, Em- 
ployers probably wit ‘welcome _ the 
change, although it might bring disputes 
as to whether a worker tagged for firing 
actually is a Communist. 

Loyalty oaths, now required of union 
officials, also will need to be signed by 
company officials before they can get 
NLRB help in a case against a union. 
One of the Taft amendments proposes 

(Continued on page 66) 
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Electric lines are lifelines to American business 
still and industry. They require the protection offered 
me only by steel. 
Sa Founded on the principle that no other elec- 
trieal distribution system can match the protec- 
’ or tion, safety and permanence of steel, National 
her Electric pioneered steel clad wiring systems nearly 
to half-a-century ago. 
- National Electric is constantly striving to give 
the the consumer wiring materials that not only 
nee meet the standard but far excel it. That’s the 
lis- reason National Electric Products are specified 
up by architects and electrical engineers, preferred 
sm- by maintenance men, requested by electrical 
the contractors and electricians. 
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But Have You Seen 
Texas’ Coastal Corridor’? 


You've heard | about it 
read | about it 
Vow lt s time vou saw 1 


The TEXAS COASTAL CORRIDOR 








showing the natural gas pipe line 


a reltiiie East) tae) 


*The industrially expanding strip 
of Texas Coast served with 
natural gas by Houston Pipe ) 
Line Company. : oe 


Why not visit sunny, hospitable Texas this winter? — “e 
And while you’re here, let us drive you down the Corridor. Te 
Check everything you’ve heard about its natural and manufactured 
resources, about its markets, workers, climate, transportation, taxes and the 
abundance, economy and efficiency of its natural gas for fuel and raw material. 


You'll agree that... 


The CORRIDOR offers something more! 


Over and above its physical advan- industries grow big and big industries 
tages, Texas’ Coastal Corridor offers grow bigger. 





this intangible factor: The habit of suc- It’s something you must see to 
cess that is so closely associated with understand. 
Texas. 


: we Plan to visit sunny, hospitable Texas 

It provides an atmosphere of initi-  guring these winter months. Let us know 

ative, enterprise and vigor peculiar tO when you're coming, and we'll arrange 

Texas. to show you Houston and the Texas 
It’s the catalyst that makes small Coastal Corridor. 


HOUSTON PIPE LINE, CO. 
AS 


Wholesalers of 
Keep your finger on the PULSE of TeXas 
PULSE of Texas is a new service of Houston 
Pipe Line Co. to keep you up-to-date on Texas. 
May we send it to you? Without obligation, of 
course. Just send us your name and address. 
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Secondary boycotts 
may be harder to end... 


to make this change, recommended by 
Mr. Eisenhower in the election cam- 
paign. This will mean that, before filing 
a charge against a union, or asking for 
an employe election, the employer must 
present non-Communist affidavits signed 
by officers of the firm and _ supervisors 
dealing with labor matters. 

The rule will apply not only to top 
officers but to plant officials who are 
responsible for labor relations. Each will 
need to file the affidavit once a year, 
and, if a change in officers is made 
during the year, the new man will have 
to file his affidavit before a case can be 
taken to the Labor Board. On the other 
hand, if the company does not want to 
take cases to the Board, it does not 
need to file the affidavits. 

Secondary-boycott provisions of the 
law will be less drastic, under another 
Taft proposal. As things are now, an em- 
ployer can force the NLRB to get an in- 
junction against some types of boycotts, 
without too much delay. The law says 
that the General Counsel of NLRB must 
get the court order immediately after 
the employer files his complaint. 

This is to be changed, however. The 
mandatory injunction is to be dropped. 
It will mean that an employer may have 
to wait weeks or months for the Board to 
hear the case, before any court order is 
possible. On the other hand, if it is im- 
portant enough, the Government still will 
have power to seek a temporary restrain- 
ing order to stop the union actions until 
the case is decided by NLRB. 

Another change in this section will 
hurt some employers. A union will be al- 
lowed to order a boycott on work trans- 
ferred into a shop from a plant where a 
strike is in progress. Workers can be told 
by the union not to do any work on the 
products that are transferred. The law 
now lists that kind of action as a second- 
ary boycott prohibited by this section. 

Fines and assessments levied by the 
unions on their members no longer will 
be subject to the pay-roll checkoff, if an- 
other Taft proposal is adopted. This is 
viewed as a blow to unions, as NLRB 
has been allowing deductions to be 
made for these purposes by the employer, 
who turns the money over to the union. 
The employer still will be allowed to 
check off the amount of monthly dues 
for the union, if the individual worker 
authorizes it in writing. 

Welfare funds that are financed by 
employers under contracts with the un- 
ions also are to come under new rules. 
The Secretary of Labor is to check on 
these funds to see that they meet re- 
quirements of the law. That is a new 
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new administrator 
for employer complaints 


provision. Subject to that check, if an 
employer or group of employers wants to 
give the union authority to run the wel- 
fare fund by itself, this can be arranged. 
The law now provides that employer- 
fnanced pension funds, for example, 
must be operated by a board of union 
and employer representatives, with a neu- 
tral trustee to break tie votes. 

When asking NLRB help, an em- 
ployer will find that some other changes 
have been made if Taft’s proposals are 
approved. For example, if an employer 
wants to accuse a union of some viola- 
tion of the Taft-Hartley Act, he now 
goes to an office of the NLRB to file his 
case. Often he feels that the NLRB staff 
is inclined to favor the union side, and 
he hesitates to let them investigate his 
complaint. This feeling is a carry-over 
from the Wagner Act days when the 
NLRB could bring charges against em- 
ployers but not against unions. 

Under a proposed amendment, how- 
ever, the employer will go to a separate 
agency from NLRB. He will tell his 
complaint to someone on the staff of a 
new agency, to be headed by an Admin- 
istrator. This Administrator is to be ap- 
pointed by President Eisenhower. The 
Administrator will take over the pres- 
ent functions of NLRB’s General Coun- 
sel, plus new duties. He will have com- 
plete control of the staff investigating 
and prosecuting cases before NLRB. 

The five members of NLRB now serv- 
ing are to remain as “judges” to hear 
the cases brought before them by the 
new Administrator. Two more members 
are to be added, and it is assumed that 


they will be conservative in their think-- 


ing. Employers tend to accuse the pres- 
ent board of being prolabor. 

Faster action on the cases is expected 
to result from another change. An em- 
ployer will have a right to ask NLRB 
members to dismiss a case brought 
against him by the Administrator. Or a 
union will have the same right, if ac- 
cused of a violation. The Board then 
will be required to give a ruling as to 
whether it takes jurisdiction over the 
particular case. It may find that the 
plant involved or type of business is not 
important enough to warrant a federal 
action. It then will dismiss the case. This 
will save time and effort for employers 
and unions in some _ instances. They 
sometimes go through a long hearing in 
NLRB only to find that the Board mem- 
bers don’t think a complaint should have 
been issued in the first place. 

Building contractors are to get some 
additional changes that apply only to the 

(Continued on page 68) 
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“IT'S COMFORTING TO 
KNOW WE’RE THE PEOPLE’S 
FAVORITE, WHITEY!” 





“YES, BLACKIE, FOLKS 
EVERYWHERE PREFER 
BLACK & WHITE SCOTCH WHISKY. 
THEY KNOW ITS QUALITY AND 
CHARACTER NEVER CHANGE.” 


“BLACK s WHITE 


BLENDED SCOTCH WHISKY 86.8 PROOF 
THE FLEISCHMANN DISTILLING CORPORATION, N. Y. »« SOLE DISTRIBUTORS 
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Send A Copy 
To Your Friends 


... WITHOUT CHARGE 


U. S. NEWS & WORLD REPORT 
24th & N Streets, N. W. 
Washington 7, D. C. 


Please send a free copy of 
“U. S. NEWS & WORLD REPORT” 
with my compliments to the persons 


listed below: 


C1 If possible send the February 6, 
1953, Issue. 
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Labor Week 





. . . More power urged 
over ‘emergency’ strikes 


construction industry. These changes, in 
general, meet with approval of large con- 
tractors and AFL building-trades unions. 

Contractors, for example, will be- al- 
lowed to sign wage agreements with the 
unions before any workers are hired on 
a building project, and without an elec- 
tion authorizing bargaining rights. How- 
ever, if the workers when hired decide 
that they want a different union, they 
are to get a quick election from NLRB. 
By majority vote, they can cancel the 
wage agreement. 

Another clause will allow unions and 
employers in this industry to sign “union 
shop” contracts compelling workers to 
join the union within seven days after 
being hired. In other industries, the 
deadline under a “union shop” is 30 
days. However, on many building proj- 
ects the work assigned to a particular 
craft may not last that long. 

Big strikes that affect national health 
or safety are not involved in the Taft 
amendments, but other members of 
Congress are talking of changes in this 
section of the law. The Senate Labor 
Committee chairman, H. Alexander 
Smith (Rep.), of New Jersey, is one of 
those advocating revision of the national- 
emergency section. He thinks it may be 
necessary to give the President additional 
powers to handle these big strikes, be- 
yond the 80-day injunctions now au- 
thorized. One idea is to keep unions and 
employers guessing as to which power 
will be invoked: injunction, seizure or 
some other method. 


Offices Unionized 
Less Than Plants 


A Government survey showing where 
unions have their greatest strength is 
now available. It provides answers to 
questions raised by employers and union 
officials as to the success of labor organiz- 
ing drives in major production centers. 

As a general rule, in the areas sur- 
veyed, factory workers are more often 
covered by union contracts than office 
employes. The survey, made by the 
Bureau of Labor Statistics, shows that 
three fourths of the factory workers are 
in shops with union agreements, against 
one seventh of the office employes. 

Thirty-nine big-city areas were studied. 
They vary considerably in the per- 
centage of factory workers under union 
agreements, as the table on page 69 
shows. Four areas—Detroit, Pittsburgh, 

(Continued on page 69) 









No Blackout! 





CARPENTER 


Automatic Emergency 
(Stand-by) Lights 


Whether it's a blown fuse or central pow 


failure, the most dependable emerge 


of Carpente 
self-contained units. 


lighting system is a series 
automatic, Each 
independently floods its designated crit 
area with light from its own power, P 


tect your business. Write now for deta 


CARPENTER MANUFACTURING CO 
Dept. 1D Boston —45 — Massachusetts 
Makers of more than 100 types of safety light 


for business, industry, institutions and utilities 














“U.S. News & World Re. 
port” is leading all maga 
. zines in its field in adver- 
First tising growth with a 44% 

7 page gain for the first six 
in months of 1952 over the 
corresponding period in 
1951. This is based on 
Publishers’ Information 
Bureau reports. In 195], 
too, “U.S. News & World 
Report” led its field with 
a 50% gain over 1950. 


advertising 
growth 














THE TEXAS COMPANY 
202nd 


Consecutive Dividend 








A regular quarterly dividend of 

seventy-five cents (75¢) per share 

on the Capital Stock of the Com- 

pany has been declared this day, 

payable on March 10, 1953, to 

stockholders of record at the close 

of business on February 6, 1953. 

The stock transfer books will re 

main open. 

Rosert FisHer 

January 23, 1953 Treasure? 
A 
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. . . Most-unionized area 
in offices; 33 per cent 


Seattle and the San Francisco-Oakland 
area—show 90 per cent or more work- 
ers in plants with union contracts. On the 
other hand, five Southern cities and two 
others have more than half of their fac- 
tory workers in nonunion plants. These 
are Atlanta, Houston, Jacksonville, New 
Orleans, Oklahoma City, Salt Lake City 
and Worcester. The percentages here 





Where Unions Are Strong 


These figures show percentage 
of factory workers covered by 
union contracts in 39 areas: 


90 Per Cent or More 


Detroit, Pittsburgh, San Francisco- 
Oakland, Seattle. 


75-89 Per Cent 


Albany-Schenectady-Troy, Allen- 
town-Bethlehem-Easton, Buffalo, 
Cleveland, Kansas City, Los An- 
geles, Milwaukee, Minneapolis-St. 
Paul, Newark-Jersey City, New 
York, Philadelphia, St. Louis, Tren- 
ton. 


50-74 Per Cent 
Birmingham, Boston, Chicago, Cin- 
cinnati, Columbus, Denver, Hart- 
ford, Indianapolis, Louisville, Mem- 
phis, Norfolk-Portsmouth, Phoenix, 
Providence, Richmond, Scranton. 


20-49 Per Cent 


Atlanta, Houston, Jacksonville, 
New Orleans, Oklahoma City, Salt 
Lake City, Worcester. 











vary from 20 through 49 per cent under 
union agreements. 

A separate count on office employes 
shows that none of the cities checked 
has more than 33 per cent of its office 
workers under union contracts. Those 
with 20 through 33 per cent unionized 
are Albany-Schenectady-Troy, Los An- 
geles, Newark-Jersey City, Pittsburgh, Se- 
attle. Areas with unions for 15 through 19 
per cent of the office workers include Bir- 
mingham, Buffalo, Detroit, Milwaukee, 
New York, Philadelphia, Phoenix, San 
Francisco-Oakland, Scranton, Trenton. 

Listed as having 10-14 per cent are 
Atlanta, Boston, Chicago, Cleveland, 
Denver, Indianapolis, Jacksonville, Kan- 
sas City, Oklahoma City, Richmond, St. 
Louis, Salt Lake City. Others surveyed 
have less than 10 per ‘cent. The re- 
port, in the January issue of BLS’s 
Monthly Labor Review, does not give 
the exact percentage for any one city. 


FEBRUARY 6, 1953 








for 
dormitory 
and school 


hospital and 
professional 


- 
ey 


for 
hotel and 
Hospital Room H-1 restaurant 





for store, 


‘a shop and 


office and 
factory 


HOMYIA 


SPECIALISTS IN INSTITUTIONAL, 
PROFESSIONAL AND COMMERCIAL 
FURNITURE AND EQUIPMENT 


showroom 








Your only single source for over 150 metal furniture items. 
Write for specifications and literature. 


metal furniture since '97 Youle | 


ROYAL METAL MANUFACTURING COMPANY 


173 North Michigan Avenue, Dept. 122, Chicago 1 
Factories: Los Angeles * Michigan City, Ind. « Warren, Pa. « Walden, N. Y. © Galt, Ontario 
Showrooms: Chicago * Los Angeles * San Francisco * New York City + Authorized Dealers Everywhere 
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You Put a Lot of “Mileage” 
On a Chair 


Much of the way you feel at the 
end of the day depends on the way 
you’re seated. Doesn’t it make 
sense, then, to work in the finest 
executive chair you can buy? The 
Harter 65 is that kind of chair. 
There’s a luxurious feeling in its rich 
gros point fabrics and in its foam 
rubber cushioned seat, back and 
arms. There’s armchair comfort in 
the Harter 65; yet it’s a true 
posture chair with easy hand-wheel 
adjustments to fit it exactly to 
you. You work at ease and you feel 
fresh after long hours of office 
*“‘mileage’’ when your chair’s a 
Harter 65. 


Sead for new 24-page 
booklet, ‘‘Posture Seat- 
ing Makes Sense.” 


HARTER CORPORATION 
204 Prairie St., Sturgis, Mich. 
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*MOA’S KINDLY WEATHERMAN 


He Steps Up Productivity, Cuts Building Costs, 
Ends Need to Air Condition 


*MOA (the Metropolitan Oakland Area, 
which includes all of Alameda County, 
Calif.) has a Weatherman who is very 
friendly to industry. Every year this be- 
comes more widely recognized by the 
national firms who operate branch plants 
here. Here’s what they find: 


1. It costs less to build, since there are no 
extremely high or low temperatures to 
guard against. Outdoor work and storage 
areas are practical for many types of in- 
dustry. 


2. Minimum need for heating insula- 
tion and air conditioning. Uniform tem- 
perature and humidity, and absence of air 
pollution mean low initial investment in 
heating or air conditioning equipment, 
minimum operating costs. 


3. One-story plants are practical. Since 
heating is no problem, 1-story plants, of- 
fering the higher productivity of stream- 
lined operation, are almost universal. Low 
cost acreage is available in suburban, rural 
and semi-rural areas. 


4. Ideal “working weather” the year 


around. Result: No shutdowns due to 
excessive cold, no output loss due to en- 
ervating heat. 


5. Lower protection costs. Raw materials 
or finished products subject to damage 
by freezing or by excessive heat can be 
stored or shipped locally without costly 
protection. 


6. Little seasonal variation in demand. 
Many products with a highly seasonal market 
in the east and mid-west enjoy a steady year 
around demand here because of mild weather. 
Branch plants supplying such markets operate 
steadily through the year without high inven- 
tory build-up, labor turn-over and other costly 
disadvantages of seasonal production. 





SEND FOR FREE FACTFILE 
Mild climate is but one of the advantages MOA 
offers. Send for Free FACTFILE containing 
Data Sheets on Climate, Markets, Distribu- 
tion and Living Conditions. A/so for 16-page 
book outlining extra-profit advantages 228 na- 
tional firms enjoy because of branch plants in 
this area. Address: Metropolitan Oakland Area, 
Suite 306, 427-13th Street, Oakland 12, California 
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| News - Lines 


What you as a businessman 
CAN and CANNOT do 
as a result of federal court 
and administrative decisions: 





YOU CAN find out from the By. 

reau of Internal Revenue about a 
new policy in the giving of special rul- 
ings on tax matters. The Bureau re. 
leases a statement (IR-Mim. 100) 
explaining that, ordinarily, no advice wil] 
be given if the determination is_py- 
marily one of fact, such as the market 
value of property, whether compensa- 
tion is reasonable, or whether a com- 
pany is retaining earnings to avoid a 
surtax on its stockholders. 


* * * 


YOU CAN now deal with new units 

of the Treasury in requesting rul- 
ings, advisory letters and memoranda 
on tax matters. The Bureau of Internal 
Revenue abolishes its old branch that 
made rulings on income, estate and 
gift-tax matters. In its place are set up 
the Individual Income Tax Ruling 
Branch and the Estate and Gift Tax 
Ruling Branch. 


* * * 


YOU CAN probably file suit to col- 

lect damages from an air line for 
personal injury even though you do not 
give the company 30 days’ notice of 
your claim. The Civil Aeronautics Board 
finds that one air line’s rule requiring 
written notice of a damage claim for 
personal injury or death within 30 days 
after the accident is unreasonable and 
therefore unlawful. 


* * * 


YOU CAN, as operator of a brass 

mill or copper-wire mill, count on 
keeping present price ceilings for your 
products until April 30. The Office of 
Price Stabilization promises these cop- 
per processors that their ceilings will 
not be reduced before that date. 


* * * 


YOU CAN expect to pay more for 

asphalt and asphalt products that 
you buy. OPS authorizes sellers of these 
products to raise their price ceilings to 
reflect increases in transportation costs 
since May 15, 1951. 


* * * 


YOU CAN sometimes apply for a 

certificate of necessity, to permit 
rapid tax amortization, after actual con- 
struction of a plant has started. The De- 
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fense Production Administration eases 
some requirements for certificates. 


* * * 


YOU CANNOT safely give “merit 

raises” to many of your employes 
just before a collective-bargaining elec- 
tion. The National Labor Relations 
Board holds that an employer interfered 
with an NLRB election, in violation of 
the Taft-Hartley Act, when he gave 
raises to 53 per cent of his employes 
within 15 days before the voting. 


* * * 


YOU CANNOT, as an employer, 

refuse to bargain with a certified 
union in your plant merely because the 
union has filed charges of unfair labor 
practice against you. A federal court of 
appeals finds that the filing of such 
charges does not relieve an employer 
of his obligation to negotiate. 


* * * 


YOU CANNOT export certain cop- 

per alloys in the first quarter of 
1953 unless you apply for an export 
license by February 12. This date is 
set for exporters of copper-base alloy in 
ingot form. 


* x * 


YOU CANNOT collect a debt claim 

against an individual or business 
whose property was first seized as alien 
property in the U. S. or in the Philip- 
pines between July 1, 1951, and Dec. 
$1, 1951, unless you file your claim by 
next July 1. This deadline is announced 
by the Office of Alien Property of the 
Department of Justice. 


* * * 


YOU CANNOT any longer use 

MRO ratings to obtain delivery of 
lower-priced machine tools. The Na- 
tional Production Authority adds ma- 


chine tools priced at less than $1,000 - 


to the list of items for which MRO rat- 
ings cannot be used to get delivery in 
order to make more available for export. 


* * * 


YOU CANNOT as:a rule use a de- 

fense-order (DO) rating to obtain 
incandescent or fluorescent electric 
lamp bulbs. Such bulbs are added to 
the list of commodities for which DO 
can not be used. An exception is made 
of orders that have identifications with 
specified defense and  machine-tool 
programs, 





Conclusions expressed in these paragraphs 
are based upon decisions and rulings of 
courts and Government bureaus. In making 
their decisions, courts and bureaus consider 
Lead which, for reasons of space, can- 
not be set forth in detail. U. S. News & 

ORLD REPORT, on written request, will 
refer interested readers to sources of this 

material. 
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What Happened 






to Meat Prices? 
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Tue year-end report of the 
U. S. Bureau of Labor Statistics 
makes mighty good reading for 
people who like meat, and that 
means about everybody. 

It shows that as of December 
30, average wholesale meat prices 
were 20% lower than the levels of 
August 19—the high point of the 
year. 

While declines at retail aren’t 
the same for all grades and cuts, 
by watching for specials you can 
get more mileage for your meat 
money than you could a short 
while back. This is especially true 
if you will remember that there is 
a lot of good meat around besides 
center cut pork chops... . or fancy 
steaks from top grades of beef. 

What’s the reason for lower 
meat prices? The answer is simple 
—'greater meat production — more 





livestock came to market during 
this period. 

Meat prices follow the age-old 
law of supply and demand... how 
much meat there is, how many 
people want it, and how much 
they have to spend for it. 





Did you know 


... that there are more than 
4,000 individual meat packing 
companies in the United 
States... that they compete 
with each other daily both 
for the meat animals and for 
customers... that this two- 
way competition (plus mod- 
ern, mass-production methods 
and full use of by-products) 
brings your meat to you ata 
lower service cost between farm 
and table than almost any other 
food? 











AMERICAN MEAT INSTITUTE 
Headquarters, Chicago « Members throughout the U. S. 
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Where's the limit to what you can do with 
CARBORUNDUMW's “Snan-made minerals”? 






y CARBORUNDUM serve you? 





HARDNESS AND SHARPNESS are the best known properties 
of “man-made minerals.” Yet the versatility of these compounds when 
used in grinding is limited only by the variety of materials to be ground. 
You may never be in the market for a set of marble balusters, for 
instance, but you'd be amazed to watch a CARBORUNDUM silicon car- 
bide grinding wheel—a single wheel shaped in reverse of the desired 
profile — cutting and changing a square shaft of marble into the most 
graceful of contours. Made by the Bonded Products and Grain Division 
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IN THE FIELD OF RAILWAY SIGNALING EQUIPMENT, where failure is unthinkable, ceramic resistors by 
CARBORUNDUM have significant contributions to make... temperature-sensitive resistors to keep the current in signal con- 
trol circuits constant, despite wide extremes of heat and cold...voltage-compensating resistors to level out fluctuations in 
the power supply. Both types are simple in construction, compact in dex. Having no moving parts, they provide extreme 
peenenes of performance. Where in your business or product can the electrical resistance of “man-made minerals” 

Manufactured by the GLOBAR Division 





THESE ARE INDUSTRIAL FURNACE PARTS, made not of 
chrome, nickel or cobalt alloy steels, but of CARBOFRAX silicon carbide 
refractories. As skid rails, they are extremely abrasion-resistant, strong 
and durable, outlasting alloys 5 or 10 to 1. As hearths, muffles and 
radiant tubes they conduct heat as fast as chrome-nickel steels. As 
furnace linings, they are chemically inert, and they resist heat 1000° 
over the upper limit for metals. 

Produced by the Refractories Division 


Write to CARBORUNDUM for help 


TRADE MARK 


on your problems that “man-made minerals *? may solve 





THE CARBORUNDUM COMPANY, 206 Second St., NIAGARA FALLS, N. Y. — 
Products by CARBORUNDUM include Grinding and Cutting-Off Wheels, Discs and Sticks... Coated Abrasive Sheets and Belts... Abrasive Grain and Pow- 
ders and other abrasive products...Electric Heating Elements and Ceramic Resistors...Grain and Briquettes for deoxidizing steel and iron... Super 
Refractory Bricks, Special Shapes, Cements and Ceramic Fibers... Porous Filter Media and Diffusers—and are marketed under the following trademarks: 

CARBORUNDUM + ALOXITE + MX + RED-I-CUT + TSX ALOX » GLOBAR * FERROCARBO + CARBOFRAX + ALFRAX + MONOFRAX + MULLFRAX « FIE AX 
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\\\\ Business Around the World 


WASHINGTON @ LONDON e¢ THE HAGUE 


















>> The American taxpayer has quite a stake in the International Wheat Agree- 
ment. Washington talks about renewing the Agreement are well worth watching. 
Wheat Agreement, during its four-year life, will have cost the U.S. nearly 





600 million dollars. This is the cost of subsidizing wheat exports. 
The Eisenhower Administration is certainly out to cut this loss. 
How to cut the loss and still keep the Agreement is the problem. 








>> To give you some background on these wheat talks-- 

Under the International Wheat Agreement, effective Aug. 1, 1949, to July 
31, 1953, 42 importing countries guaranteed to buy specified quantities of 
wheat offered by four exporting countries within an agreed price range. 

All wheat has been sold at the maximum price specified--$1.80 a bushel. 

This price is (and has been during the whole life of the Agreement) well 
below the U.S. price-support level for wheat. This difference has averaged 
about 63 cents a bushel. This is the extent of the export subsidy. 

In other words, foreigners in 42 countries can buy U.S. wheat far cheaper 
than Americans can. The 42 countries are not just the needy ones. Included 
are wealthy Switzerland, Venezuela, and Saudi Arabia. 

The other exporting countries in the Agreement (Canada, Australia and 
France) have also subsidized their wheat quotas, since world prices for wheat 
have stayed consistently above the $1.80 figure. 























>> Price is the big stumbling block for those who want to renew the Wheat 
Agreement, due to expire July 31 of this year. 
Exporting countries want to raise the maximum price above $1.80 in order 
to cut subsidies. The U.S. might go along with a $2.10 maximum. 
Importing countries want to keep the $1.80 maximum, which is still well 
below wheat prices in world markets today. 
A compromise on price may be possible--to save the Agreement. But it 
looks as if the exporting countries will have to make the bigger concessions. 
This is because the world wheat crop is heavy. A guarantee of supply isn't 
as great a lure to importing countries as in 1949. Also, many countries prefer 
not to lay out dollars for U.S. and Canadian wheat if they can get it elsewhere. 
U.S. and Canada both face wheat surpluses and declining wheat exports. 
Guaranteed sales, as provided by the Agreement, may look mighty good to 
them if bumper crops are again harvested this spring and summer. 
Obviously, the U.S. and Canada can't have their cake and eat it, too. 
They will have to give ground on price to keep assured sales. 
Odds favor one-year renewal of the Agreement with a new price range. 


























(over) 
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BUSINESS AROUND THE WORLD-- (Continued) 


>> What's behind the current strength in the British pound? 

Seasonal factors, for one thing. Purchases of sterling-area commodities 
are particularly heavy this time of year. 

More significant is recent forward buying of sterling. Pounds are being 
bought for future use. To buyers on the Continent, this looks like a good hedge 
against several possibilities: (1) The pound may be revalued upward; (2) the 
pound may be made fully convertible again with U.S. backing; (3) more dollar 
commodities may become available to free trading in British markets. 

Of these three possibilities, the first and second are highly unlikely at 
this time. The third has something to it. 











>> It's clear now that the British Government policy of reopening commodity 
markets is a first step on the path toward making the pound convertible again. 

Important international markets already have been re-established in London 
for tin, rubber, tea, lead, zinc, and coffee. All buying of these commodities 
is now in private hands. Government buying has ceased. Grains are to be re- 
turned to private buying. More cotton will be bought privately. The Govern- 
ment may get out of the copper and sugar markets this year. 

Trend suggests that holders of sterling are going to be able to buy more 
and more dollar commodities on British markets. Within limits, pounds will be 
able to buy what dollars buy. In a sense, then, the pound will be convertible. 

British Government will keep close watch to forestall any run on sterling. 

Reopening of commodity markets means British brokers' commissions will 
bring in needed foreign exchange. Also, the Government will cut trading losses 
and subsidies involved in bulk buying. Good deal all around. 



































>> Dutch ability to do without U.S. economic aid looks temporary..... 

Dutch, after U.S. prodding, decided they didn't need 15 million dollars in 
defense-support aid tentatively assigned them this fiscal year. They will still 
get 80 million in military aid and some technical assistance from the U.S. 

Mutual Security Agency in Washington didn't want to have to answer embar- 
rassing questions before Congress about current Dutch need for economic aid. 

Dutch gold and dollar reserves (850 million dollars on January 1) more 
than doubled during 1952. Gain reflects a surplus in trade with neighbors and 
a large nonrecurring payment by Indonesia. 








European trade surplus of the Dutch now is declining as import curbs take 
their toll. Also, the Dutch have been living on stocks, now need to import more. 

In trade with the U.S., the Dutch have been doing better but still show a 
heavy deficit. There's no near-term prospect of bridging the gap unless they 
can get a bigger slice of "offshore procurement." Removal of U.S. import quotas 
on dairy products would also help. But these things can't be counted on. So 
the Dutch are careful to say they may need more U.S. economic aid later. 

The Netherlands is the third European country to decide it could get along 
without U.S. economic aid. Late in 1950, both Britain and Sweden said they 
could go it alone (Sweden had received only loans, no handouts). Britain ran 
into trouble in 1951 and had to get under the umbrella again. The Swedish, stay- 
ing out in the rain, don't mind it. The Dutch see storm clouds on the horizon. 




















>> Correction: Business Around the World in the January 23 issue stated that 
there were no provincial sales taxes in Canada. Several provinces have them. 
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- Centrifugal Filters in San Jose, California, Ac'cent® Plant 


Ac'cent, the new wonder-working seasoning, is a triumph of 

science over nature. Vegetables start losing flavor the moment 

' they are picked in the field. The growing crop contains its own 

Why Ac cent flavor protector and booster . . . monosodium glutamate. But 
when the vegetables are harvested, their monosodium glutamate 

content deteriorates very rapidly. The natural flavor of vege- 


makes food taste tables can be brought back to garden-fresh goodness by the 


addition of Ac'cent, which is pure monosodium glutamate, ex- 
Ij b tracted and refined from quality vegetable sources. So you can 
natura y effer enjoy the delicious natural flavors of their quality foods, res- 
taurants and processors of vegetable and meat products use 
Ac'cent regularly. And all good grocers stock Ac’cent so you can 
make your own cooking taste even better. Modern fine food 
processing methods and equipment in Jnternational’s manufac- 
turing plant at San Jose, California, make it possible to produce 
Ac'cent in such quantities that it is now readily available to 
good cooks everywhere. 


INTERNATIONAL MINERALS & CHEMICAL CORPORATION 


General Offices: 20 North Wacker Drive, Chicago 6 
ORT 


PHOSPHATE > POTASH: PLANT FOODS: CHEMICALS - INDUSTRIAL MINERALS +> AMINO PRODUCTS 




















“| never dreamed figuring was so simple as on a Marchant. 
“Take multiplication... getting the answer is easier than writing it down. 


“‘My Marchant multiplies automatically and with one less step 
than other calculators. 


“What’s more, it’s the only calculator where | can check all my figures— 
multiplicand, multiplier and the answer—at the end of the problem. 


MARCHANT 


AMERICA’S FIRST 





MARCHANT’S MANY EXCLUSIVE 
FEATURES INCLUDE: 


‘‘Push-Button’’ Multiplication 
One-Hand Keyboard Control! 
Complete Three-Dial Proof 


The MARCHANT MAN in your phone book is ready to show you, on 
your own work, that MARCHANT is the simplest calculator to oper- 
ate, yet delivers the highest figure output. Call him or mail this 
coupon with your business letterhead to get your FREE... 
Guide to Modern Figuring Methods H 
Illustrated Booklet about Marchant Calculators 
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MARCHANT CALCULATORS, INC. « Oakland 8, California 
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U.S. prosperity is still rising, undimin- 
ished by growing difficulties of farmers. 

factory output mounted to 251 on the 
indicator in the week ended January 
24, up 2 per cent from December, 24 
per cent from last July. Output is at a 
peacetime record rate, only 6 per cent 
below the peak of World War II. 

Retail trade set a new record rate of 
173 billion dollars per year in Decem- 
ber, up 3 per cent from November 
and 10 percent above a year ago. 

Vitality of consumer demand shows up 
in the various lines of trade and manu- 
facturing. 

At retail stores, there were these per- 
centage gains in sales over Decem- 
ber, 1951: autos, 23 per cent; jewelry, 
15; furniture and appliances, 13; 
building materials, 11; apparel, 10; 
general merchandise, 9. 

At factories, there is a rapid rise in out- 
put of many consumer goods. Auto 
plants will turn out over 450,000 
passenger cars in January, compared 
with 420,000 in December. By mid- 
January, TV-set output, normally slow 
early each year, had bounded back to 
the high rate of last autumn. Phono- 
graph manufacturers report excellent 
demand for their product. Washing- 
machine output rose 15 per cent in 
December. 

The flow of dollars in the economy is 
steadily rising. 

Installment credit outstanding jumped 
617 million dollars in December, 2% 
times the rise in December, 1951. The 
total has climbed 3.2 billions since 
April, 1952, up nearly a quarter in 
eight months. 

The U.S. money supply, consisting of 
bank deposits and currency held by 
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individuals and business, bulged to 
194.5 billions on January 1, up 3 bil- 
lions in a month, 8.5 in a year. 

Incomes are rising nearly everywhere 
but on farms. 

Manufacturing workers earned $72.36 
per week in December, on the aver- 
age. That was $1.58 more than in 
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November, nearly $5 above Decem- 
ber, 1951. 

The farmer's income is being dealt a 
blow by falling prices of farm prod- 
ucts, especially of cattle. On Decem- 
ber 15, average prices received by 
farmers for beef cattle had fallen 35 

~ per cent from the high of April, 1951. 
They were 5 per cent below parity 
with prices the farmer pays for what 


DEPARTMENT-STORE TRADE 
(FRB) 





he must buy. Since December 15, the 
slide in prices has accelerated. Size 
of the drop is shown in the top chart 
of steers of “good” grade. _ 

Full extent of the drop in cattle prices 
shows up in prices paid for the various 
grades of animals in the Chicago mar- 
ket. Per cent declines follow: 

Decline 
April, 1951, 
m to Jan. 1953 
Beef steers 


Prime 15% 
Choice 26% 
Good 32% 
Commercial 36% 
Utility 43% 
Cows 
Commercial 46% 
Utility 46% 
Canner and cutter 45% 


Lower-grade animals sent to market 
make up a larger share of the total 
now than a year or two ago, and this 
has cut further into the farmer’s re- 
turn. 

Retail beef prices, now declining, are 
helping to bring down the cost of 
living. Beef prices fell about 2 per 
cent from November 15 to December 
15 and were about 5 per cent below 
April, 1951. The actual decline has 
been greater, since the index meas- 
ures only the price of “choice” beef. 

Cushions to the drop in farm income 
are provided by Government supports 
to prices of some farm products and 
by bulging pocketbooks of consumers. 
The farmer’s position is getting worse, 
but actual hardship is not being felt 
by many. 

Strength of business activity now is be- 
ing drawn from huge demand for in- 
dustrial goods. It is not likely that a 
moderate drop in farm income will 
undermine U.S. prosperity. 
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YOU CAN'T TAKE IT WITH YOU, BUT— 


Don’t count on your family’s 
enjoying the full benefit of any 
wealth you manage to build up. 
It's against the law. 

Lesson taught by the case of 
Charles E. Wilson is this: 

In disposing of your fortune, 
the tax collector comes first. Your 
family comes second. 

Here are the facts of the di- 
lemma that faced Mr. Wilson— 
and other individuals. 


Problem of disposing of a sizable 
personal fortune, under present high 
taxes, now is called to the public at- 
tention. 

Charles E. Wilson is being forced to 
get rid of 2.5 million dollars’ worth of 
General Motors stock in order to qualify 
for the job of Secretary of Defense. He 
must do it at a big loss to himself and 
his family. Some other new members of 
the Eisenhower Administration are in 
much the same fix. Yet their dilemma 
actually is far from unusual. 

Sooner or later, any businessman who 
amasses some wealth must face this same 
problem: How to dispose of a family 
fortune and still protect it from the tax 
collector. 

The millionaire can give away his 
stock, of course, to friends or relatives, 
or perhaps to charity. He can sell it and 
pass the cash on to his heirs. Or he can 
hang on to his securities until his death, 
and leave them to his family. Any way 
he turns, though, he’s hooked. 

Whatever the well-to-do man does to 
meet this problem, one of two things 
happens: He deprives his family of the 
benefit of his years of labor. Or he pays 
heavy taxes on his wealth—and his 
family loses a part of it anyway. 

To understand what is involved, you 
need to take a look at the courses open 
to the wealthy individual. Let’s assume 
that you—like Mr. Wilson—have 2.5 mil- 
lion dollars in securities. What to do 
about it? 

Choice No. 1 is the course you will 
think of first. You simply hang on to 
your portfolio until you die, bequeathing 
the whole thing to your family—and the 
tax collector. The result is outlined in 

(Continued on page 80) 
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‘How to Get Rid of $2.5 Million Worth of St 


It Costs Plenty Even to Give Wealth Away 











Say $600,000 to your wife, rest 
to children and grandchildren. 
Gift tax takes $497,333. Your 
family receives <2,002,667. 





Assuming the whole $2,500,000 
is profit, capital-gains tax takes 
$650,000. You keep $1,850,000. 
i ell 
At your death, U.S. estate tax 
takes $246,750. Your heirs get ' 
$1,603,250. 
ee calle 





ke ‘ YOU CAN KEEP IT TILL DEATH— 
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ne AVAL Leaving th : 
yes dhe: Ge eaving half to your wife, rest to 
others in your family. U.S. estate 
tax takes $351,400. Your heirs 


get $2,148,600. 
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UNIFORMITY | gay is the rule 
at INLAND 


When, time after time, a 
steel mill product is manu- 
factured on the same mill 
by the same men using raw | 
materials from the same 
sources, its uniformity... 
shipment to shipment 

. is bound to be better. 


INLAND STEEL COMPANY 
38 South Dearborn Street * Chicago 3, Illinois 
Sales Offices: Chicago, Milwaukee, St. Paul, St. Louis, 
Davenport, Kansas City, Indianapolis, Detroit, New York 





inyour Bathroom/ 


@ Any licensed plumber can quickly silence the 
noise of a refilling water closet tank with a pat- 
ented Duck-Bill Hush Tube. Stop objectionable 
noises and save your guests embarrassment. 
Automatically gives proper water flow at all pres- 
sures. For old or new homes. Over one-half million 
in use. Fully guaranteed. Ask your plumber or, 
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the chart on page 78. Just how that 
works out is this: 

You can leave as much as half of your 
estate to your wife, tax free. If you do, 
her share will be $1,250,000 in stock. 
The other half of your portfolio—who- 
ever gets it—will be subject to a fed- 
eral estate tax of $351,400. As the share 
going to your children, for example, it 
will be worth $898,600. State inherit- 
ance taxes, of course, will reduce both 
shares still more. 

That is about the best you can hope 
for under this course, and you may not 
do this well. 

Federal taxes will be higher, for ex- 
ample, if you leave less than half to your 
wife, more to other heirs. They will be 
still higher if you have no wife living at 
your death—you will lose the advantages 
that go with income splitting. 

This 2.5 million dollars in stock, more- 
over, may be only a part of a bigger 
fortune—one, say, of 25 million. If so, 
the tax take will be much larger—top 
amounts will be taxed at high rates. 

This course also involves some risk. 
If you keep your securities, they may 
decline in value by the time of your 
death. Your family then will inherit less, 
but so will the tax collector. 

This choice, in any case, is not one 
that is open to Mr. Wilson and some 
other new officeholders. They are forced 
to divest themselves of stock. Even if 
you don’t have to get rid of your hold- 
ings right now, you'll want to look at 
other courses of action. 

Choice No. 2 involves selling your 
stock now. 

The Federal Government, in this case, 
will take $650,000 of your 2.5 million 
as a capital-gains tax. That assumes, of 
course, that you sell all your stock and, 
to simplify it further, that the whole 
return is profit. What you have left is 
$1,850,000 in cash. You are not through 
paying taxes, though. 

If you leave half of that cash to your 
wife at your death, her federal-tax-free 
share will be $925,000. The share go- 
ing to your other heirs, after a $246,750 
tax bite, will be $678,250. 

You manage, under this course, to 
pass along to your family something 
less than two thirds of your 2.5 millions. 
The Government claims more than a 
third, even before State tax agents be- 
gin chipping away at the remainder. 

You may, of course, get by with a 
capital-gains tax of far less than $650,- 
000 on your sale of securities. Most in- 
dividuals acquired their holdings at prices 
nearer today’s than did Mr. Wilson, and 
the capital-gains tax will take less. 


. . . For lower taxes on a fortune: Make enough 
$3,000 gifts to enough people enough years 


ee 





In that case, you will have more ty 
pass on to your family—and a bigger 
estate tax to pay. 

Choice No. 3 may occur to you at this 
point, as a way to avoid the capital-gains 
tax and the U.S. estate tax as well. This 
way out involves gifts. 

Best way to use this device is to take 
your time about it, if you can. Federl 
law permits you and your wife to give 
away $30,000 each, tax free, as a life. 
time exemption. In addition, you each can 
give away, tax free, an unlimited amount 
so long as you give no more than $3,000 
to any one individual in any year. 

With, say, 20 relatives and _ friends 
ready to receive gifts, you and your wife 
can give away $1,260,000 worth of se. 
curities in 10 years without paying any 
gift taxes. In 20 years, if you live that 
long, you can give away $2,460,000, 

This really is about the only practical 
way to avoid heavy taxes on the disposal 
of a fortune. Many wealthy persons 
make a practice of giving away the tay 
free maximum of $3,000 per recipient 
every year. 

This course, however, will be of far 
less value to you if—like Mr. Wilson- 
you must get rid of your stock immedi- 
ately. You will be unable to use the 
$3,000 of annual tax-free gifts to indi- 
viduals over many years. To use the gift 
method in this situation, you must be 
ready to pay heavy gift taxes. 

Let’s suppose you give $600,000 in 
securities to your wife and split the rest 
among 19 children and grandchildren- 
$100,000 to each. Your wife’s net, after 
gift taxes, will come to $393,742. Each 
child and grandchild will get a bit les 
than $85,000. ~ - 

Actually, you may not be able to do 
that well. You may already have used all 
of your $30,000 lifetime exemption 
And you may already have given $3,000 
each this year to all the relatives o 
friends you want to help. In that event, 
all of your gifts will be taxed. 

Those are the three most common 
courses you have for disposing of your 
fortune in securities. None really per 
mits you to protect your estate very ef 
fectively from the tax collector. There 
are still other possibilities, however. 

Choice No. 4 involves what is known 
as a testamentary trust, set up at your 
death to last for two or more generations. 
The method frequently is used by weal 
thy persons to avoid the estate tax on 
later generations. It works like this: 

You simply provide that your fortune, 
after your death, will be transferred to 
a trust for the benefit of your children 

(Continued on page 81) 
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where your opportunities are... 
everyday — anywhere east of the 
Rocky Mountains. Get ‘‘How to 
Use’’ book free. Write Dept. U. 533 


DODGE REPORTS ja 


119 W. 40th St., New York 18, N. Y. 
Timely, accurate, comprehensive 
construction news service 


THE FIRST STEP IN EVERY SALE 





Finance Week 














Dorden’s 


DIVIDEND 





No. 172 
An interim dividend of sixty cents 
(60¢) per share has been declared 
on the capital stock of The Borden 
Company, payable March 2, 1953, 
to stockholders of record at the close 
of business February 9, 1953. 

E. L. NOETZEL 
January 27, 1953 Treasurer 
eormecneneinne <t ecmelllat ne menenattnconce Ata 5%: kb iano 





wrife on GLASS! 
wrife on METAL! 
wrife on CELLOPHANE ! 


wit 


Thx 


the pencil that 


WRITES ON EVERYTHING! 
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... A tax-free foundation 
doesn’t help the family 


and, after them, the benefit of your 
grandchildren. Your estate, of course, 
will be subject to the estate tax, but the 
tax will not be levied on the trust when 
your children die. You can, in fact, ar- 
range for your property to be passed on 
in trust to your great-grandchildren and, 
thus, avoid federal estate taxes for two 
later generations. 

If this course appeals to you, you 
might want to start the ball rolling right 
now. If you set up such a trust during 
your lifetime, however, you will have to 
pay gift taxes on the amounts you trans- 
fer to the trust. Also, there are other dis- 
advantages involved. 

Even this method was ruled out for 
Mr. Wilson. Had he put his stock into 
such a trust for his heirs, his own personal 
interest in the success of the venture 
could have been counted on to embar- 
rass the Administration. 

One other course, however, is open 
to you—and to Mr. Wilson. 

Choice No. 5 is to set up a charitable 
or educational foundation with your 
stock. Transfer of the stock to such a 
foundation will be tax-free, and you and 
your family probably can control and 
manage the foundation. 

There is, of course, one major draw- 
back in this method. All financial bene- 
fit from the fortune will ‘be lost to you 
and your family forever. 

Your children, for example, might re- 
ceive a study grant from such a founda- 
tion. But they could not get such a grant, 
or any other service or benefit, on any- 
thing like a preferential basis. To satisfy 
the tax laws, the foundation would have 
to treat your heirs no better than any 
other individuals. 

There you have it—a list of ways a 
wealthy man turns as he tries to keep 
the fruits of his labors out of the hands 
of tax agents. 

“You'll never get away” is what the 
law seems to say, as Mr. Wilson already 
has discovered. 

There is no way a wealthy individual 
can provide anything like the full bene- 
fit of his fortune for his family. And the 
man with 2.5 millions in securities has 
smaller problems than some. 

A really big fortune is hit even harder 
at the death of the owner. Amounts over 
10 million dollars are subject to high 
rates in the graduated estate tax. The 
top million in a big estate, for example, 
is reduced by $770,000, leaving the 
heirs little less than a fourth of the origi- 
nal. State inheritance taxes cut further 
into that. 

There is, in the end, no good answer 
for the man who has amassed wealth. 











British Industries Fair 


* 


‘Must for Business Men"’ 


President of George Luxner & Sons, New 
York, importer of Sheffield cutlery and 
Sheffield plate, George Luxner says: “I 
consider the British Industries Fair a must 
for any American business man interested 
in international trade. I have attended the 
Fair for the last two years and both times 
I came away with new items that we have 
imported with success. We now represent 
several British manufacturers in the 
United States.” 


For full information about the British 
Industries Fair, business men are invited 
to write or telephone their nearest British 
Consulate —in New York call LOngacre 
5-2070. 





Reading the news of national and interna- 
tional affairs at home each week is the regu- 
lar practice of 80% of the readers of this 
magazine. Important advertisers are quick to 
eash in on the advantages of such an 
opportunity. 


U. S. News & World Report 


Advertising Department 
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A smoother shave in 
half the time with 


SHAVEX 


increases power 
and efficiency of your 
shaver up to 60% 


No matter what make electric shaver 
you use, or how tough your beard— 
you'll get a better shave with Shavex 
added. Converts ordinary household 
AC current to smoother, stronger DC— 
for faster, closer shaves. 


Simply plug it into wall 
socket, attach shaver —and 
shave! The first of many 
luxury shaves to come — 
or your money back. 


Approved by Bing 
Crosby Research Inst. 


SHAVEX CO., Dept. USN2, Box 2811, Hollywood 28, Cal. 
—SHAVEX at $5.95. Check or 
money-order enclosed. Add soles tax in California. 
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IT COSTS THEM PLENTY 
TO SERVE IN GOVERNMENT 


Wilson, Kyes, Stevens, Anderson and Talbott 
Tell What They Must Give Up in Order to Take Posts 





WILSON SAYS STOCK WON’T AFFECT DECISIONS 


Charles E. Wilson took the stand on January 15, opening 
a drama that carried through two weeks and involved the 
role that businessmen can play in top jobs of the Defense es- 
tablishment of the United States. 

Senators, members of the Armed Services Committee, were 
doing the questioning. Wilson told the Committee he owned 
39,470 shares of General Motors stock and would receive 
more in bonuses later. 


Wilson: In January, 1954, I would receive 605 shares of 
common stock and $280,534.84. 

Senator Byrd (Dem.), of Virginia: Will you receive any- 
thing in 1953? 

Wilson: In 1953-—I have already received it. 

Senator Johnson (Dem.), of Texas: What is the value of 
that stock—the par value? 

Wilson: The par value is $5. The market value is about 
$65 or $66, something like that. 

On January, 1955, I will receive 604 shares of stock and 
$203,585.40. ; 

Senator Byrd: Has that 39,000 shares of General Motors 
stock already been assigned to you? 

Wilson: I own it. It is mine. 

Senator Byrd: That is your total holdings? 

Wilson: In General Motors stock? 

Senator Byrd: Is it 39,000 shares? 
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Wilson: 39,470. Now, I have some other interests that 
I will tell you gentlemen about. 

I mentioned this oil and gas company in Texas, the La 
Gloria Co., in Corpus Christi. I own 37,650 shares of stock 
in that company. It has no established market value but it is 
a very nice profitable operating little company. As I say, I have 
retired from it and have no other relation than simply an 
interest in it. My stock amounts to about 7 per cent of the 
company—I am talking about the oil and gas company. 

I would like to point out in the case of General Motors, 
my holdings may sound like a lot, and they are a nice asset 
for anyone—as a percentage of General Motors they are less 
than one half of a tenth of 1 per cent. In other words, there 
are 88 million and some odd shares of General Motors stock. 
So my ownership is very small, from that angle. 

I own 9,272 shares of the Texas Illinois Natural Gas Pipe 
Line Co. That stock is currently selling somewhere 
$20 a share over the. board in Chicago. I paid little at 
tention to it because I thought it was a sound kind of a 
thing and I had no intention of either buying any more or 
selling what I had. 

I have 303 shares of this Anderson bank [Anderson, Ind.] 
that I was telling you men about. Incidentally, I sold General 
Motors stock around $8 a share to keep that bank solvent, 
so I thought I would keep this small amount of it. Some of 
my family have some additional stock in it, but that is that. 
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Now, I have 15,000 shares of stock in the National Bank 
of Detroit. That happens to be 1 per cent of the bank. In 
the tough days of 1933 when the banks were all closed and 
things were awfully tough, I decided—I had some stock in 
the predecessor bank that was closed—I decided I would 
not like to be frozen out at the bottom, that a sound bank 
was necessary to the business and economic life of our 
country, and I would go back in it, so I scratched up 
$100,000 and plunked it in—and not very many Michi- 
ganders did. 

I have some other miscellaneous assets. I have two or 
three small farms that I am sort of fooling around with. I 
have got some very fine cattle and my son has a farm and 
cattle also. I was looking forward to taking a little more in- 
terest in something like that as I got older, figuring that I 
could not just drop off the cliff that July when I became 65. 
I have been too active not to have anything to do. 

I have a few miscellaneous small overrides, as they call 
them in Texas, that do not amount to much. 

I have a few Government bonds. I have been buying $500 
worth of Government bonds a month for many years, 
ever since the program started. We had a very good program 
in General Motors to get the employes to save and to put 
their money into bonds and I thought that as long as I was ad- 
vocating that the rest of them do it, I ought to do it myself. 

I have a home in Bloomfield Hills and I have a small 
summer place on a lake in Michigan. 

That is about it. 

Senator Saltonstall (Rep.), of Massachusetts, chairman 
of the Committee: Thank you, Mr. Wilson. Do you have any 
relationship with General Motors in connection with your 
stock ownership—the bonus that is coming to you over the 
next five years—is there anything in connection with the oil 
company or the pipe-line company or the National Bank— 
which are your big holdings—which makes you feel you can- 
not be perfectly impartial, and do your very best possible in 
the interest of the Government of the United States in the 
very important job which you will hold? 


Wilson: Certainly not. I said my ownership in General 
Motors is very small in percentage. 

Now, actually, it sounds a little funny, maybe, but I have 
been a great believer in our American system. I have figured 
that if I worked in my job, the system would take care of 
me. I sort of neglected my own affairs, really, in a certain 
way—but they did pretty well because I worked at the things 
I was supposed to be working on. 

Now, no one has any finger on me in any way, except our 
Government, and the simple purpose that I have in mind— 
this sort of made it easy for me finally—it is the security and 
welfare of our country, that is all I am interested in, and I 
have so much bigger stake in our country than I have in any 
one of these little bits of business. 

Senator Saltonstall: If you have a renegotiation of con- 
tracts with the General Motors, will that be embarrassing to 
you? 

Wilson: I would have nothing to do with that. 

Senator Saltonstall: Well, that might ultimately be before 
you. That would not bother you in any way? 

Wilson: No, because I do not foresee where it could, but 
if something did, I will say that I will not have anything to 
do with that. Somebody else will have to settle that. 

I think I reasonably know what is right or wrong in busi- 
ness, otherwise I would not have gotten along in General 
Motors, because in General Motors if I wanted to do some- 
thing crooked, there are too many honest men that would 
not go along. You cannot be that kind of man and do such 
things in a big business. 

It is not really understood actually to what degree the 
big corporations of our country do follow the homely virtues 
of industry, thrift and honesty. They are built on that, and 
to the degree that they follow them, they prosper. 

Senator Russell (Dem.), of Georgia: Did you recommend 
the gentlemen who have been designated as Secretaries of 
the Army, Navy, and Air, or were you consulted after their 
designation? 

Wilson: I recommended them. 
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Senator Russell: When? 

Wilson: When the General [Eisenhower] asked me to 
take the job, he said, “Now, I will tell you something. No. 1, 
there is nobody going to go into your Department un- 
less he is acceptable to you. No. 2, I expect you to take 
the initiative and dig up the men to help you. Of course, 
I want to meet them, but you take the initiative and do 
it.” 

So, they are at my responsibility. If they are not good 
men, it is my fault. But they are good men. 

Senator Russell: So the three who were selected, then, 
were your selections? 

Wilson: Including my deputy, also. 

Senator Russell: Did you make a careful check into the 
background of each one of those three men? 

Wilson: Yes, sir. 

Senator Russell: You found nothing in the background 
of any of them that disturbed you? 

Wilson: I did not do it on the FBI basis, you understand, 
but I did with a good many of my business friends and in 
various ways. 

I knew Bob Anderson in Texas and I knew some of my 
Texas friends thought that he was a very top man. As to the 
other men, I have known Bob Stevens for quite a long time. 
He had been prominent in the Advisory Council to the Sec- 
retary of Commerce. He is very well thought of by a lot of 
people that I know well. He is a very sincere, modest, and 
capable man. 

I have known Harold Talbott for years. Harold’s father 
and Mr. [Charles] Kettering started the original Dayton 
Wright Aircraft Co. in Dayton. He is a keen man and he 
has been interested in air since the beginning. 

Senator Russell: Did you have occasion in your investiga- 
tion of Mr. Talbott to go into the report that Mr. Charles 
Evans Hughes made of the activities of the company he had 
during World War I? 

Wilson: I knew about it; yes. I guess the record speaks 
for itself. There was nothing stuck on Harold or his father 
or Mr. Kettering about the whole business. He was repeating 
it to me again coming over in the car this morning. 

Senator Russell: I was asking the question to clear up 
some questions in my own mind. This report wherein Mr. 
Hughes was appointed to examine into these contracts with 
these companies, one of which Mr. Talbott was president, 
recommended that a former business associate of Mr. Tal- 
bott, who had been commissioned in the Army and was in 
charge of that division, be court-martialed for improper dis- 
closure to those having contracts with the Government. That 
was approved, as I understand, by the Judge Advocate Gen- 
eral and every one else, but, some way or another, it stopped 
in the Office of the Secretary of the Army. 

Did you know a suit was filed against the company? 

Wilson: Oh, yes. I even know somebody tried to shake 
him down. Someone told him that if his company paid 
$250,000 the whole thing would be stopped. 

Senator Russell: Who made that proposition, Mr. Wilson? 

Wilson: You will have to ask him. From his angle it was 
all an attempted shakedown. It was finally all settled on the 
basis he had done no wrong. But ask him about the details 
of it. It is a long time ago. 

Senator Russell: But, since you supported and approved 
him, I think it is fair to ask you about it, as head of the 
Defense Department. 

Wilson: That is all right. I know there was such a suit, 
and to my mind it was settled on the basis of the facts—you 
know, because a man is accused of something does not prove 
he is guilty. 

Senator Russell: Not at all. 

Wilson: Especially in this political area. 

Senator Russell: But I was interested because a suit was 
filed by the Attorney General of the United States. 

Wilson: Well, I guess we have not had quite the kind of 
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men always we would like to have—or maybe they had rather 
bum assistants at times. 

Senator Russell: The suit was filed in 1922, was it not? 

Wilson: Yes, sir. By that time I was working in General 
Motors, you see, and I was living in Anderson, Ind., which 
is not very far from Dayton. Later I operated a plant jn 
Dayton which was part of the Delco-Remy Co. I know a good 
bit about the whole antecedents of the people of Dayton, 

Senator Russell: Are you stating on your responsibility 
as the designate for Secretary of Defense that this suit was 
a shakedown, or is that hearsay, or what? 

Wilson: No, I said there was an effort made to shake 
down. He fought the thing for 11 years and finally got it 
settled on the right kind of basis on the record. But, ask 
him about it. All I can say is that.I think he is an honest man, 
I think his father and Mr. Kettering and the Colonel [Deeds] 
were honest men and did not do anything wrong. As far as 
I know, the records finally show that. 

Senator Russell: You never read the report filed by Mr, 
Charles Evans Hughes? 

Wilson: No. 

Senator Russell: You do not think Mr. Hughes would 
participate in any shakedown, do you? 

Wilson: No, sir; I do not. 

I did say this to Mr. Talbott, and we discussed this when 
we talked about the job. I said, “Harold, are you going to 
cut all your business connections?” He said, “Yes.” He said, 
“I am 64 years old. If I can do one last job for my country | 
would love to do it, and you know I have been interested in 
aircraft and aviation all my life since I was a young man,” 
And I think Harold will do just exactly that. 

Senator Bridges (Rep.), of New Hampshire: I would like 
to ask just one question. Is there anything in your judgment, 
in assuming the position of Secretary of Defense, as to your 
conduct of the office, that will conflict with your ownership 
of even a small part of, a very small fractional percentage 
of, General Motors stock? In other words, in your judgment, 
Mr. Wilson, will you tell the Committee—you probably have 
already, but will you tell the Committee—whether or not 
there is even the slightest question in your mind as to whether 
there ever will be any conflict of duty or conscience between 
them? 

Wilson: I am sure there never will be any such conflict, 
and I am sure that General Motors would not want it. My 
goodness, I wouldn't. 

You know, I do not belong to that exclusive club that has 
been indicted for anything, and I never want to join, and | 
never expect to do anything that would have even the ap- 
pearance of wrong. 

Senator Flanders (Rep.), of Vermont: I want to get clearly 
into the record one thing which is, perhaps, clear now. In Jan- 
uary, 1954, you have something coming to you, again in 
1955, and again in 1956, and again in 1957. These are 
diminishing returns? 

Wilson: That is right. 

Senator Flanders: It is, I think, clear, but I would like 
to have it clearly stated that these payments to you are for 
past services completely? 

Wilson: That is absolutely correct. 

Senator Flanders: So that they are due you? 

Wilson: And the reason they diminish is because the dif 
ferent years get paid out. 

Senator Flanders: Yes. 

Wilson: You understand the last payment is the fifth pay: 
ment for 1952; and the year before I had a 1951 payment 
and a 1952 payment. 

Senator Flanders: What was the reason for distributing 
these earnings in this way by spreading them over a five: 
year period? 

Wilson: There were two reasons for it. In 1946—and the 
plan was modified in 1947 and approved by the shareholders 
—we had a very bad experience. We had the big strike; we 
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had the difficulty of reconverting our plants; we all worked 
day and night at the job, and we got no bonus whatsoever 
for it, because during the war to clarify the whole bonus 
matter we had changed the plan, and paid the bonus out 
in one lump sum. 

The old plan before the war had been four payments, 
and in 1947 we looked it all over again and decided that it 
would be better to have the five-payment plan. 

Also, I do not want to brag, but General Motors men had 
quite a reputation for capacity and ability, and the corpora- 
tion, in its selfishness, wanted to keep the men tied to the 
company so that they would have a stake hanging out 
there, and if one of the men leaves and goes to some com- 
petitor he loses that stake. 

Senator Flanders: That, perhaps, is the point that I wanted 
to come to that you, nevertheless, are freed from any bonds 
of that sort which might arise under these five-year payments 
by the fact that the directors have said 
that no matter what “skulduggery” you 
engage in— 

Wilson: For the Government. 

Senator Flanders: (continuing): For 
the Government, against the interests of 
General Motors, that these payments still 
go on? 

Wilson: That is right. 

Senator Flanders: (continuing): The 
significance of that vote on the part of 
the directors. 

Wilson: But if General Ike kicks me off 
this job because I cannot make good at it, 
and then I look around and decide, well, 
maybe I could help some other automobile 
company or something similar, then I will 
lose whatever is still coming. 

Senator Flanders: Yes. 

Senator Johnson: Mr. Wilson, have 
you disclosed to the Committee all of 
your financial holdings? 

Wilson: Yes. I have not listed what I 
consider property, like my home and [ have not said 
anything—I have the information if you want it, but I fig- 
ure that you didn’t care if I had a couple of farms or 
similar assets. 

Senator Johnson: I am not objecting, Mr. Wilson, to what 
you have; I am just asking, Mr. Wilson, if you have disclosed 
all of your financial holdings. 

Wilson: I have some insurance policies, independent of 
General Motors, that I own. I did not think you men were 
interested in that. 

I owe some money here and there, to banks, and I did 
not think you were interested in that. It is well within my 
assets; I mean it is relatively not large. 

Senator Johnson: Your answer would be— 

Wilson: Some of them I have had the stock for a long time, 
so inflation has come along, and the things are mostly worth 
more than what I paid for them 30, 20, 10 years ago. If I 
sold them I would have to pay a good bit of tax, which I did 
not care to do. 

Senator Johnson: I am not interested in what you sell and 
what you have, provided you answer the question. 

Wilson: if there was a nice clean way without too much 
penalty for me personally to sell everything I had and put it 
in Government bonds, I would do it; but the penalty is too 
great, gentlemen, and I do not know why you should ask 
me to do it. 

Senator Johnson: I am not suggesting that you do it. 

Wilson: I know you are not. 

Senator Johnson: I am just asking if you have disclosed 
your investments and holdings. 

Wilson: The simple answer to that is I have. 

Senator Johnson: Do you have any reluctance to pass on 
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General Motors contracts as Secretary of Defense or would 
you disqualify yourself? 

Wilson: No, I will not, and I know very much about the 
General Motors policies. General Motors is not trying to make 
a lot of money out of the defense program or the war. We did 
not out of World War II. I had a good bit to do with the 
policies. 

Actually our whole business was approved when received 
by the Government. We did not have any trouble over ex- 
cessive profits or anything else on account of World War II 
—you may look up the record. 

Senator Johnson: Your relationship with General Motors 
is such that, in your opinion, you would have no hesitancy in 
passing on any matter that would involve you in the future? 

Wilson: I would not, no, any more than I would with the 
Chrysler Co., the Ford Co., Curtiss-Wright, John Doe’s 
company. I mean, they are all going to be on their merits, 
and with the people on down in the outfit, 
too. We are going to run the business , 
right, and I do not mean that I think 
efforts have been made to do this, but we 
are going to do it. 

Senator Johnson: I conclude from 
what you stated previously that the bonus 
committee has already decided that noth- 
ing you could do as Secretary of Defense 
will be considered by them as inimical to 
General Motors? 

Wilson: That is right. 

Senator Johnson: Therefore, you 
would be entitled to your bonus payment? 

Wilson: That is right, sir; and I insisted 
that that be done. 

Senator Hunt (Dem.), Wyoming: Mr. 
Chairman, you will remember something, 
perhaps a year and a half ago we had be- 
fore us the president of—the United States 
Steel Co. of Delaware, I believe was the 
designation—I believe his name was Ilgen- 
fritz. He had a salary of $75,000 a year. 

In our interrogation it developed that if he gave up his 
salary, separated himself entirely from his company, that he 
could no longer participate and would not participate in a 
rather fine, rather good, rather substantial retirement payment 
that he had earned. 

His confirmation and the vote of this Committee as to ap- 
proval, hinged on that particular point, which was his con- 
tinuing to receive retirement benefits. 

He refused to surrender those and, therefore this Commit- 
tee, as I remember it, did not approve his appointment. He 
was up for designation as Chairman of the Munitions Board, 
and we needed a very good man at that time, and I was dis- 
appointed that he did not receive the appointment. 

It seems to me, Mr. Wilson, that you are very much in exact- 
ly that same category. 

Wilson: No, that is not so. I do not know too much about 
the detail of his situation, but I am retiring for good under 
a plan that was set up exactly for that purpose, and other 
men have retired, not to go into Government but for other 
reasons of their own, and so my situation is different. 

If I retired from General Motors, and did not take the job 
I will get exactly the same amount of money that I am going 
to get now, provided only one thing, that I do not go to work 
for a competitor. 

Senator Hunt: Let me ask one other question. You will 
continue to be a stockholder in General Motors, is that right? 

Wilson: Yes, sir. 

Senator dunt: Heretofore we have always requested that 
an applicant for appointment not on quite the high level of 
yourself, disassociate himself entirely from his stock owner- 
ship. 

Wilson: Well, I do not know just why you men should do 


—United Press 


CHARLES E. WILSON 


85 








that if it has been the previous policy, because more and 
more the corporations of our country are being owned by the 
people, thousands and hundreds of thousands of stockholders, 
the folks of the country. 

I do not know just what a man can do. But I think maybe 
Government bonds are going to be better investments than 
they have been, and I have hopes that we are going to stop 
the inflation, and still do this defense job. 

Senator Hunt: Mr. Wilson, let me say this: I am not one 
who has been in harmony with this procedure that we have 
been following, to make any man who comes into the Govern- 
ment surrender all his stock, disassociate himself entirely from 
his company, and receive no remuneration whatsoever for past 
services. 

I have never been one who has gone along with that theory, 
and it has kept us from getting many good men. 

I did, however, think it necessary that I point out the situ- 
ation that has prevailed here in the past, and as will prevail in 
your case, and I intend, of course, to support you for this 
position. That is all I have, all the comment I care to make. 

Senator Hendrickson (Rep.), of New Jersey: I am interested 
to know whether, if a situation did arise where you had to 
make a decision which was extremely adverse to the interests 
of your stock and General Motors Corp. or any of these other 
companies, or extremely adverse to the company, in the inter- 
ests of the United States Government, could you make that 
decision? 

Wilson: Yes, sir; I could. I cannot conceive of one because 
for years I thought what was good for our country was good 
for General Motors, and vice versa. The difference did not 
exist. 

Our company is too big. It goes with the welfare of the 
country. Our contribution to the nation is quite considerable. 

I happen to know that toward the end of the war—I was 
coming back from Washington to New York on the train, and 
I happened to see the total of our country’s Lend-Lease to 
Russia, and I was familiar with what we had done in the 
production of military goods in the war and I thought to my- 
self, “My goodness, if the Russians had a General Motors in 
addition to what they have, they would not have needed any 
Lend-Lease,” so I have no trouble—I will have no trouble 
over it, and if I did start to get into trouble I would put it up 
to the President to make the decision on that one. I cannot 
conceive of what it would be. 

Senator Hendrickson: Well, frankly, I cannot either at the 
moment, but we never know what is in store for us. 

Wilson: I cannot conceive of it. I do not think we are going 
to get into any foolishness like seizing the properties or any- 
thing like that, you know, like the Iranians are in over there, 
when they got into— 

Senator Hendrickson: I certainly hope not. 

Wilson: You see, if that one came up for some reason or 
other then I would not like that. I do not think I would be 
on the job; I think I would quit because I would be so out of 
sympathy with trying to nationalize the industries of our 
country. I think it would be a terrible thing. That is about 
the only one I can think of. 

Of course, I do not think that is even a remote possibility. 
I think the whole trend of our country is the other way. 

I really have gotten the most marvelous letters over this 
job. They break me down a little bit. I am not used to having 
people praying for me and expressing such complete confi- 
dence in what I am really going to do for the country, and I 
am really sort of broken down over it. I would like to tell you 
men there is a change in the country. The people are not 
afraid of businessmen like me right now. 

Senator Hendrickson: I agree with you. 

Senator Stennis (Dem.), of Mississippi: Mr. Wilson, I be- 
lieve I read in the press that you are giving up a salary of 
over $600,000 a year to take that position; was that correct? 

Wilson: That is right. My actual salary is $200,000 and 
the company has been doing very well, so I have been get- 
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ting a very substantial bonus. After all, I probably have one 
of the top jobs in the United States. 

Senator Stennis: I want to ask this question. I assume 
everything you have is because of your ability and your hard 
work and good judgment. What did you start out with? Yoy 
have not said anything about your early life. You have been 
a civil engineer, I believe, to begin with; I mean, you were ap 
electrical engineer, to start with? 

Wilson: I graduated from Carnegie Institute of Technol. 
ogy in 1909. I graduated as an electrical engineer, and went 
to work with the Westinghouse Co. They had what they 
called a 2-year apprentice course for graduates, and their 
commitment was that they moved you around through the 
shop and the engineering offices to help you decide whether 
you wanted to be a salesman or engineer or a factory execu. 
tive, or whether they wanted you finally at all, or whether 
you wanted to work for them, and they used to take on about 
200 men a year on this basis. 

So I worked for a year for 18 cents an hour, and I got a 
raise of 2 cents an hour, according to the formula, 20 cents 
an hour, for the next six months, and then I got 22 cents an 
hour for the last six months. 

In that time a very fortunate thing happened to me. I was 
working down in the transformer research test section, and a 
foreman looked me up and said, “They want to see you up 
at the top office, the chief engineer, Mr. Lamme, wants to see 
you.” So I went up in my greasy overalls and finally found 
out where his office was, and he started to explain that he 
wanted a young engineer to chase up blue-prints and make 
calculations for him. 

The office was not as big as this room, about half as big 
with a secretary in the corner, and a double desk, and he 
said, “You sit on the other side of the double desk, and once in 
a while there will be something important, and I will give you 
the wink and you will get out,” and he told me afterward that 
I took the job before he was quite sure he had offered it to me, 
and that is how I happened to be in the automobile business. 

I got $60 a month when I started to work for him after 
2 years. 

Senator Stennis: You were not a man of means then? 

Wilson: No, sir. 

Senator Saltonstall: Before Mr. Wilson leaves— 

Wilson: There is one more thing I would like to ask the 
Committee—I did not talk about it, and I have got the infor 
mation here. Are you interested in any stock Mrs. Wilson 
has? I have got that information. 

Senator Saltonstall: Mr. Wilson, the Chair would state 
for your benefit and for the benefit of the Committee that if 
you care to file it with the Committee it would not be included 
in the record, but for our own interest, any personal holdings, 
including your farms, or Mrs. Wilson’s holdings, and they wil 
be held by the Committee for any future use that it might 
wish to make of it. 

Wilson: I will quickly mention what she has. She ha 
10,472 shares of General Motors stock. 

Senator Russell: I do not know that there is any reason 
why Mrs. Wilson—she is the best part of the Wilson family- 
should have her holdings read here. 

Wilson: She is a very important member. 

I will leave this statement here. She has 10,472 shares ot 
General Motors stock; 10,000 shares in this La Gloria Co, 
1,989 shares in this Texas-Illinois Pipe Line Co.; 1,200 shares 
in the National Bank of Detroit, which compares with my 
15,000; she has 7,500 shares of Greyhound; a thousand shares 
of Kroger, and 1,200 shares of the United Electric Co. 

If any of you think she ought to sell some of those, I gues 
she could do that, but I was just too busy. 

Senator Saltonstall: The Chair would have in the record 
the fact that you volunteered that information, and it wa 
not asked by any member of the Committee. 

(The statement of Charles E. Wilson as to stock, bonds and 
overrides as of the close of business January 14, 1953, follows:) 
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of shares of shares 


Automotive: 
General Motors Corp., common 18,470 
GM Shares, Inc., class a 3, 
Each share equivalent to and exchange- 
able for 2 shares GM Corp., common 7,000 
GM Shares, Inc., class B 7,000 
Each share equivalent to and exchange- 
able for 2 shares GM Corp., common 14,000 
Total General Motors Corp., common 
and equivalent 39,470 
Oil and gas: 
Stock: 
La Gloria Corp., common 37,650 
Texas-Ill. Nat. Gas Pipe Line Co., common 9,272 


Overrides: 
Bird Island, Laguna Madre, Kleberg, Tex.—0.008796 
participation in approximate 3,184-acre lease. 
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Morgan, Weld, and Washington Counties, Colo.—0.004398 
participation in approximate 46,744-acre lease. 

San Patricio County, Tex.—0.01792857 participating in- 
terest in approximate 2,850-acre lease. 

Kenedy County, Tex.—0.003857 participation in approxi- 
mate 56,914-acre lease. 

= County, Tex.—50-acre participation in Sheridan 

ield. 

Crockett County, Tex.—0.006171 participation in approxi- 
mate 960-acre lease. 

Upton County, Tex.—0.008816 participation in approxi- 
mate 320-acre lease. 


Bank stock: 
Anderson Banking Co., common 303 
National Bank of Detroit, common 15,000 
Government bonds: 
Series E: $100 maturity 2 
$500 maturity 129 
Series F: $1,000 maturity 5 
$10,000 maturity 1 





KYES REPORTS ON 


The Committee then took up the ques- 
tioning of Roger M. Kyes, of Michigan, 
designated by President Eisenhower as 
Deputy Secretary of Defense. 


Kyes: I have a letter here which covers 
my 1952 bonus on which I have received 
one payment this year. Do you want the 
complete letter? 

Senator Saltonstall: If there is no ob- 
jection, it will be placed in the record. 

Kyes: (reading): 

My Dear Mr. Kyes: I am pleased to advise 
you that you have been awarded a bonus of 
676 shares of General Motors common stock 
and $171,048.88 under the General Motors 
bonus plan in recognition of your contribution 
to the success of the corporation during the 
year 1952. In determining the stock portion of 
the 1952 bonus awards, each share of stock was 
valued at $57.62, which represents the average 
cost per share to the corporation, and, on this 
basis, your bonus has a total award value of 
$210,000, which will undoubtedly vary somewhat from actual value 
which is finally determined by the market value of the stock portion 
at the time | delivery. 

Your bonus will be delivered in installment if earned out in ac- 
cordance with the bonus plan, a copy of which is enclosed. Each 
pee will be paid partly in common stock and partly in cash, 
as follows: 


Total 1952 bonus award 
Installment delivery of above award (b) 
First ernest, to be delivered January, 


Shares Cash (a) 
676 $171,048.88 


1385 34,221.30 
Second installment, to be delivered Janu- 


ary, 1954 34,221.30 
Third installment, to be delivered January 

1955 135 34,221.30 
Fourth installment, to be delivered January 

‘ 1956 I 34,331.30 
Fifth installment, to be delivered’ January, 

1957 136 = 34,163.68 


(a)—“that refers to the cash, that is, the cash column which 
I read:” 

The amount required to be withheld for tax purposes on the esti- 
mated value of the total installment will be deducted from the cash 
Portion of the installment. 

(b) Delivery of the second and subsequent installments is de- 
pendent upon such installments being earned out subject to the 
conditions of the General Motors bonus plan. 


With respect to common stock, I hold 2,453 shares of Gen- 
eral Motors outside of an agency fund, which I have, and 
the balance, which I believe is 389 shares, is held in my 


name, but in the agency account at the National Bank of 
Detroit. 
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ROGER M. KYES 


STOCKS AND BONUSES 


I have one and seven tenths shares of 
Cities Service common, and seventeen two- 
hundredths shares of Cities Service divi- 
dend scrip. 

There is a mortgage due me. The prin- 
cipal, due Jan. 1, 1953, was $11,701.05. 

I have an agency account in the Na- 
tional Bank of Detroit, and the number 
of that account is 5035410. 

I have here a certified statement of the 
common stocks that I have in that ac- 
count, dated Jan. 9, 1953, and certified by 
the auditor of the National Bank of Detroit. 

It shows 389 shares of General Motors 
which I referred to as being in the agency 
account, as in my name; there are a thou- 
sand shares of Aeroquip Corp. common; 
a hundred shares of National City Bank 
of New York capital; 150 shares Fidelity 
Phoenix Fire Insurance capital; 100 shares 
of Monsanto Chemical; 200 shares of 
Abbott Laboratories common; 100 shares of General Mills, 
Inc., common; 66 shares of International Business Machines 
capital; 15 International Business Machines capital scrip CTF 
issue of 1952; 100 shares of Gulf Oil Corp. capital; 200 
shares Minnesota Mining & Manufacturing Co. common. 

I have minor children; I have four daughters. My eldest, 
Carolyn, is 18, Frances is 16, Katharine, 11, and Cynthia 
Anne, 7. They have trust funds which were established for 
each of them, respectively. 

I believe, to the best of my knowledge, that covers it. If 
you want to know my cash assets or federal, State, and 
municipal bonds or real estate, I would be glad to answer 
those questions. 

Senator Saltonstall: Mr. Kyes, the only questions the 
Chair would like to ask you are, Is there anything that you 
have got as a stockholder or is there any commitment, any 
contract that would make you feel under any obligation to 
General Motors, or any company with which you have dealt 
when you become Deputy Secretary of Defense? The Deputy 
Secretary of Defense may sometimes be the Acting Secretary 
of Defense. 

Kyes: Mr. Chairman, I have no such commitments, and 
I have a wife and four daughters; that, together with. my 
conscience, is the best insurance policy you have. 

Senator Hendrickson: Mr. Kyes, the basic principle in- 
volved in the matter of your bonus rights and benefits is ex- 
actly the same as that of Mr. Wilson, is it not, the basic prin- 
ciple? 

Kyes: Well, there is one difference between the two. I am 
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terminating as an employe; he is retiring. Now, that affects 
the insurance, but so far as I know—I have not read the letter 
they gave to Mr. Wilson, but I would presume that there 
would be no reason why his was not exactly like mine so far 
as the bonus part because it is under this bonus plan, a copy 
of which I have here, and I know of no reason, although I 
have never examined Mr. Wilson’s business, and I do not 
know. 

Senator Johnson: Have you any plans or any agreements 
or agreement to return to General Motors following your 
Government service? 

Kyes: General Motors has told me, because of my record, 
they would be very happy to have me come back at any time. 
I enjoyed my association with General Motors, but there is 





absolutely no commitment on the part of either party with 
respect to the future. 

Senator Hendrickson: Mr. Kyes, if you are called up 
to make a very serious decision in the interest of the United 
States Government which had to be adverse to all your ip. 
terests in General Motors, could you make that decision fo, 
the best interest of your country? 

Kyes: I feel I could make that decision, but I would pro} 
ably check it with my associates just as a matter of being 
sure-that my judgment was not warped about it. c 

Senator Hendrickson: Did you mention your salary? 

Kyes: The base salary is $82,500 on an annual rate. 

The Committee voted later to approve the nomination of 
Mr. Kyes. 





STEVENS—A FAMILY COMPANY, A RANCH 


The Committee resumed hearings on 
January 16 with questioning of Robert T. 
Stevens, designated by President Eisen- 
hower to be Secretary of the Army. 


Stevens: I have with me a list of the 
stocks that I own of my own company 
and of the other companies. I would like 
to present that to the Committee. I also 
have another sheet on which is listed the 
holdings of my wife in the Stevens Co. 
and some minor amounts held by my 
children. 

I think on one of these two sheets I also 
listed the estimated value of a ranch that 
I own in Montana, which I am very de- 
voted to. It is an operating cattle ranch. 
I have listed that on here. 

I think it also says on this sheet that I 
invested at one time $10,000 in oil, but 
I can’t give you the details as I don’t re- 
member, but the story is here and I want you to all have it 
and ask me any questions that you want about it. I may 
be a little disconnected in my presentation. 

Senator Byrd: I would like Mr. Stevens to read them. 

Senator Saltonstall: Mr. Stevens, would you be willing 
to read them, and in that way it will go into the record, and 
the stenographer, if he does not get them all, you can correct 
it. 

Stevens: Yes. 

This first line is my own personal stockholdings, and this 
covers everything. In the General Electric Co., I have 500 
shares, and I was a director there, and have resigned; in 
General Foods Corp., 300 shares, and I was a director there, 
and resigned; International Telephone & Telegraph Co., 105 
shares; Liberian Development Corp., 1,080 shares; I was a 
director in that one. 

Marion Manufacturing Co., that is a textile plant, 134 
shares and I was on that board and resigned; Owens-Corning 
Fiberglas Corp., 12,000 shares, I was on that board and re- 
signed; Pan American World Airways, 1,000 shares, I was 
on that board and resigned. 

Senator Byrd: Mr. Stevens, would you mind indicating, so 
far as your knowledge goes, which of these companies would 
have contracts with the armed services? 

Stevens: Oh, the General Electric Co. would, Interna- 
tional Telephone & Telegraph would, Owens-Corning Fiber- 
glas would, and I am sure Pan American World Airways 
would serve the Government; isn’t that so, Senator Syming- 
ton, would you assume that to be so? 

Senator Symington (Dem.), of Missouri: Off and on. 

Stevens: Sears, Roebuck & Co., 100 shares; Alexander 
Smith, Inc., 1,000 shares, 1 was on that board and resigned; 
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J. P. Stevens & Co., 42,486 shares and. 
of course, I was on that board, and was 
chairman of the board, and its top officer, 
and I resigned from that. 

Senator Byrd: Has that company got 
contracts with the armed services? 

Stevens: Yes. 

Senator Byrd: Has it got contracts now? 

Stevens: They have run contracts right 
along, Senator. 

Senator Byrd: How many shares there? 

Stevens: 42,486. 

Senator Byrd: What would you esti. 
mate the value of that to be? 

Stevens: It is quoted about $34 a share 
on the New York Stock Exchange. 

Senator Byrd: What would be the esti 
mate of the amount of the contracts a 
any one time, let us say, over a year 
period; what would it be? 

Stevens: I would think that last yea 
was probably a peak year, and ran somewhere in the neigh- 
borhood of possibly 125 million dollars would be my gues. 
It would be much less this year. 

Senator Byrd: The name of that company was— 

Stevens: J. P. Stevens & Co., Inc. 

Senator Byrd: That is your own company? 

Stevens: Yes, sir. 

Senator Byrd: And you have resigned? Were you an office 
of the company? 

Stevens: I was chairman of the board, and top officer. | 
resigned, I am not on the board and I am not an officer; i 
fact I am currently unemployed. 

Senator Byrd: But you still own your stock? 

Stevens: Yes. 

Senator Byrd: What dividends does the stock pay? 

Stevens: $2 a share is their regular dividend. 

Senator Byrd: That would be $84,000 a year? 

Stevens: That is correct. 

Senator Byrd: And you think that ratio of 125 million dol 
lars a year, would that be 125 million dollars in contracts in 
one year, or would that be the amounts of contracts for a 
given time? 

Stevens: The 125-million-dollar figure, Senator Byrd, would 
be the amount of cloth that was delivered by the compan) 
to the Government during the course of 1952. [In later testi 
mony, Stevens said the figure of 125 million dollars was to 
high, that his company’s Government contracts totaled 135 
million dollars in 1952.] 

Senator Byrd: And it would probably continue on thi! 
basis, you think? 

Stevens: No, sir; I do not. 

Senator Byrd: You do not? 
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Stevens: No. I will come back if I may. I would like to 
read the last item on the list: 

Yale-Towne Manufacturing Co., 378 shares. 

Now, in regard to the Stevens Co., there is another point I 
would like to mention, and that is that my father’s estate 
owned 206,000 shares of stock, and the executors of the 
estate have the Stevens Co. stock, and those executors are 
my brother, my mother, and myself and the stock is held in 
trust, with income to my mother. 

If I survive my mother, under my father’s estate, I would 
receive a one-third interest in the estate, the other two thirds 
going equally to my two brothers. 

Senator Case (Rep.), of South Dakota: What was your 
salary, as top officer? 

Stevens: $80,000. 

Senator Case: What would be your salary as Secretary of 
the Army? 

Stevens: I think it is $18,000, but I am not sure. 

I would like, just as I think of it, to make a comment here, 
Mr. Chairman, and that is: If. you see fit to confirm me, of 
course, I have given a great deal of thought to the question 
of the relationship of the Stevens Co. to the Department of 
Defense, or the Department of the Army, and I think I am 
in a somewhat unique position. 

I have been through the situation before, so there is some 
kind of a record somewhere on it. 

This point I think is worthy of mention, in connection 
with whether or not there is any possibility of a conflict of 
interest, and that is this: That all of this business that has 
been done by the Stevens Co. since the war, with the Gov- 
ernment, and will continue in the future, as far as I know 
and believe, is on a strictly competitive-bid basis. 

Practically every yard of cloth, these figures I gave Sen- 
ator Byrd, all of that was on the basis of a strictly competitive 
bid, and those contracts go to whoever, or whatever reliable 
bidder makes the lowest bid, and the textile industry, as I 
am sure the chairman knows, is a very competitive industry. 

Senator Johnson: I asked this yesterday: Would you have 
any reluctance to pass on Stevens Co. contracts, as Secretary 
of the Army, or will you disqualify yourself? 

Stevens: Oh, completely disqualify myself, sir. 

Senator Johnson: You mean, you would not feel that it 
would be proper to pass on a contract with the Stevens Co.? 

Stevens: I feel it would be improper. 

Senator Johnson: Would you elaborate on that a little? 

Stevens: If I am confirmed as Secretary of the Army, it 
would be difficult for me to conceive of any item of the 
Stevens Co. that would ever reach the office of the Secretary 
of the Army, but if it ever did my secretary’s office would 
be instructed to forward that directly to the Secretary of De- 
fense, 

I would not allow it to be in my office at all. 

Senator Hendrickson: Mr. Stevens, carrying Senator John- 
son's questions one step further, if you were called upon to 
make a decision in the interests of the United States Govern- 
ment, which was completely adverse in every respect to the 
interests of the Stevens Co.—let us suppose some problems 
fell in your lap and you had to make the decision, and it 
would impair in many respects the interests of the Stevens Co. 
-do you feel that you could make that decision in the interests 
of the United States Government? 

Stevens: I do. That is one I could make. If it was clearly 
adverse to the Stevens Co. I would have no hesitancy in 
making it. If it was something that could be interpreted, 
on the other hand, as leading to the advantage of the 
Stevens Co., either in the form of contracts or any other 
phase, then I would disqualify myself. I wouldn't hesitate to 
tender a decision adverse to Stevens and in the interests of 
the United States. 

3 Senator Hendrickson: Mr. Stevens, you told Senator Byrd, 
M response to his questions, that your company had over the 
past year 125 million dollars’ worth of business with the Gov- 
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ernment, What proportion of your total business would that 
figure represent? 

Stevens: It would be, roughly, a third. [A few days later 
Stevens testified that a recheck showed the percentage to 
be 29.8.] 

Senator Byrd: Mr. Stevens, would you mind giving to the 
Committee the percentage of stock in J. P. Stevens Co. owned 
by you and your relatives? 

Stevens: There are roughly 4 million shares outstanding, 
so that my holding of 42,486 shares is— 

Senator Byrd: It is a family corporation, is it not; largely 
or not? 

Stevens: No, sir. 

Senator Byrd: It is not? 

Stevens: It is a publicly owned corporation which has 
about 7,500 stockholders. 

Senator Byrd: Then you and your family, including this 
trust that you referred to—what per cent, roughly, would 
you own? r 

Stevens: Well, now, I would say approximately 7 per cent. 

Senator Byrd: Seven per cent? 

Stevens: Including the large trust—that is approximately 
5 per cent—and in my own immediate family, Mrs. Stevens, 
my children and myself—it would be a little over 2 per cent. 

Senator Byrd: I see. Thank you. 

Stevens: I would also like to mention this ranch that I 
mentioned before that is valued at $203,000. 

Senator Saltonstall: A ranch in Montana. 

Stevens: Yes; a ranch in Montana. 

Senator Johnson: Would you have any reluctance to pass 
on General Electric contracts as Secretary of the Army, in 
the light of your past association with that firm? 

Stevens: Yes, sir. 

Senator Johnson: What would you propose to do in that 
instance? 

Stevens: Well, I hadn’t proposed to do anything, Senator 
Johnson, except to have no contact with General Electric 
personnel with respect to anything that has anything to do 
with Government business. 

Senator Johnson: That is the point I want to make. If you 
don’t propose to act on it yourself, I assume you propose 
to disqualify yourself? 

Stevens: That’s right. 

Senator Johnson: And I assume the reason you would 
disqualify yourself is because you think it would be improper 
for you to do that? 

Stevens: That's right. 

Senator Johnson: Whether the statute applied to you or 
whether it didn’t; is that correct? 

Stevens: Yes, and I would put that as much on the ground 
of the fact that I know the General Electric people so well 
that even though the stockholding is not particularly ma- 
terial, I think I should not have contact with them on Gov- 
ernment business and what not. 

Senator Johnson: You would not pass on any contract in- 
volving the Stevens Co., for the same reason? 

Stevens: No, sir. 

Senator Johnson: Or the Pan American Airways, for the 
same reason? 

Stevens: No, sir. 

Senator Johnson: Or the I. T. & T. for the same reason, or 
the Liberian Development Corp.? 

Stevens: Again, rightly or wrongly, a matter of degree 
comes into my mind. In the case of the International Tele- 
phone & Telegraph Co., I don’t know those people. I have 
liever served on their board. I own 105 shares, and I don’t 
think I would pay much attention to that one way or the 
other, Senator. 

Senator Case: I just have the fear, on the basis of that 
statement, on what counsel for the Committee has said, that 
Mr. Stevens, if he takes this job, is inviting a test of the 
statute. 
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Stevens: I quite agree with you, Senator Case. It is 
entirely possible, and I feel that the, let us say, easy thing 
for me to do would be for me to withdraw from the posi- 
tion of undertaking this task, a task that certainly I did not 
seek, and which came to me as the greatest conceivable 
surprise. 

However, in view of the situation that exists in the world 
today, and the very delicate position at the moment of trans- 
ferring this great Department of Defense from one set of 
men to another, I personally feel in my heart that this 
would be no time for me to take the easy course. 

I feel that I must, in duty to the country, take on the job, 
and pay the consequences. 

Senator Case: Mr. Stevens, let me say that all along I 
have respected and admired the very frank way in which you 
have spoken to the Committee, and the conception of duty 
and public service you have expressed. 

It would appear, as I said earlier in the questioning with 
respect to yourself, it would appear to me, it is against your 
own interest to take the job from a financial standpoint, and 
it might also appear that it is against your interest to the ex- 
tent that you might be inviting a test of the statute. 

Senator Hunt: Mr. Stevens, I am wondering if you will 
not find yourself in a position where you will need to divest 
yourself and shut yourself out of many, many decisions which 
should go to you for top-level findings. 

The companies here in which you are interested and own 
stock in—there are so many of them and they are so diversified, 
and they affect practically all of our manufacturing and our 





lives in the United States, I just do not see how you can effec. 
tively get out from constantly having to face up to certain 
problems that would come to you with reference to those 
companies. 

Stevens: Well, Senator Hunt, I had not given that point a 
great deal of thought, but in respect to the companies jp 
which I own a limited number of shares, if I should, by any 
chance, find that that was a problem, I would dispose of 
those shares. 

The great hardship in my case, as in other similar cases 
would be a requirement by the Committee or by the cour 
or whatever higher authority, that I must divest myself of 
my Stevens stock in order to serve; the impact of that would 
be very severe. 

Senator Symington: What we are really talking about to. 
day, from your standpoint, are your holdings in a company 
created by your father, and carried on by yourself; is that 
correct? 

Stevens: That is my principal problem; yes, sir. 

(Note.—After conclusion of the formal hearing and in view 
of the questions which Mr. Stevens’ stockholdings appeared 
to raise in the minds of the committee, Mr. Stevens requested 
that the record be enlarged to show that he would, as soon 
as possible after confirmation, divest himself of all his stock. 
holdings as listed with the exception of his holdings in J. P. 
Stevens & Co., Inc., and Owens-Corning Fiberglas Corp) 

[On January 29, after another appearance before the Com- 
mittee, Stevens agreed also to sell his stock in J. P. Stevens 
& Co. and Owens-Corning Fiberglas.] 





ANDERSON MANAGED AN ESTATE 


Robert B. Anderson, nominated by 
President Eisenhower to be Secretary of 
the Navy, was the next to be questioned. 

After outlining his background—which 
included a term in the Texas Legislature, 
service as assistant attorney general of 
Texas, a position on the law faculty at the 
University of Texas, appointment as tax 
commissioner of Texas, and the chairman- 
ship of the Texas Employment Commission 
—Anderson began a discussion of his most 
recent business connections. Questions 
and answers follow: 


Anderson: In February of 1937 I went 
to the W. A. Waggoner Estate as general 
counsel; I became manager of the Estate 
in 1941. 

I think you might be interested to know 
that the term “estate” as used here does 
not imply the estate of a decedent. It is 
what we lawyers call a common-law trust, or a Massachusetts 
trust, that was organized in 1923. 

Its business consists of the administration for ranching 
and farming purposes of one tract of land of about 510,000 
acres, 

We, until recently, had a second tract of land in New 
Mexico of about 160,000 acres. Of that amount of property 
we farmed approximately 35,000 acres, the rest of it being 
in ranch lands. é 

We were engaged, as well, in the production of oil, the 
refining of oil, the manufacture of gasoline. The company 
was also interested in stock and bond investments. 

I have no ownership whatever in any of the stock of the 
W. T. Waggoner Estate, but was employed with them at a 
salary of $60,000 per year, to which were added bonuses. 

I have severed all of my relationships with the W. T. 
Waggoner Estate, except that they said to me that I might 
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come back to work some time when and 
if my tour of duty ends in Washington. 
I was a member of the board of. the 
Southern Bell Telephone Co., and held 
one qualifying share. That share has been 
sold and I have resigned from the board. 
I have resigned as president of the State 
board of education. I have resigned as 
deputy chairman of the Federal Reserve 
Bank [in Dallas]. I have resigned from all 
trade associations and other organizations 
with which I have any affiliation, including 
the trusteeship of two colleges. 

I have no personal holdings that I know 
of in any company which is dealing direct: 
ly with the United States Government. 

I own a home and I have an undivided 
half interest in a cotton and alfalfa farm 
of about 200 acres; something a little over 
200 acres. 

I have since 1937 carried $100,000 of 
insurance, and have a fairly substantial equity built into that 
insurance, although the exact amount of which I do not 
have immediately before me. 

Senator Saltonstall: Is there anything in your connec 
tions with any business or in any other way that you believe 
would make it difficult for you to do a completely patriotic 
job, as Secretary of the Navy? 

Anderson: Mr. Chairman, so far as I am concerned, I have 
examined my own conscience very carefully, and I know of no 
ownership which I have in any company which would eve! 
impose any restrictions whatsoever upon my doing a com 
pletely loyal job for the Navy. 

I would like to add, also, sir, that I have no connections, 
or commitments with any company or corporation in the 
country as to what I might do at the end of my term, and | 
propose to make none. 

Senator Russell: Mr. Anderson, it is a pleasure to have ont 
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here with so few complications and, I may say, that this 
question borders on personal curiosity: Why did you find it 
necessary to resign the trusteeships of two colleges and trade 
associations? 

Anderson: Well, sir, the trade association of which I be- 
Jong, or associations, such as the American Petroleum In- 
stitute, and Texas Southwestern Cattle Raisers Association, 
and others will, from time to time, I am sure appear before 
Congress in the interest of those industries, and I wanted to 
have the complete feeling that I had no share of that responsi- 
bility, because so long as I am serving in this capacity, I 
will certainly have no interest in their problems as such. 

Senator Byrd: As I understand it, Mr. Anderson, you don’t 
own any stock in this oil refinery? 

Anderson: I do not, sir. 

Senator Byrd: Is this oil in any way in competition with 
the tidelands? 

Anderson: No, sir; the oil which this company owns is 
several hundred miles removed. 

Senator Byrd: There is no question of draining any oil 
where Navy oil may be nearby? 

Anderson: No, sir. 

Senator Hendrickson: Mr. Anderson, can you conceive of 
any circumstances at this point which would bring any of 
these corporations in which you have an interest, or any of 





the organizations in which you have an interest, into contact 
with the Federal Government for the purpose of obtaining 
business from the Federal Government? 

Anderson: No, sir, I cannot at this moment. Perhaps I 
could say that I can conceive that the refinery of the Wag- 
goner estate might at some future time be on the bidding 
list for oil products. 

It is a small refinery of a designed capacity of about eight 
or ten thousand barrels per day, but other than that I cannot 
conceive of— 

Senator Hendrickson: But you have no interest in it? 

Anderson: I have no interest whatsoever. 

Senator Case: You have indicated a considerable interest 
in oil in various ways. Yesterday, as I understand_ it, the 
President of the United States issued some sort of an order 
which set over for the Navy certain reported oil reserves. 

If you became Secretary of the Navy, and if that order 
stands, would you be embarrassed in any way in maintaining 
the rights and ownership of the Navy in that oil? . 

Anderson: No, sir. If the order stands, I would do my very 
best to preserve the interests of the Navy in the oil. I do 
know, of course, that there are several bills pending before 
the Congress with reference to those tidelands, and I would 
certainly be guided by whatever is the ultimate decision 
of the Congress. 





TALBOTT TELLS OF INVESTMENTS, PENSIONS 


Next, the Committee questioned Harold 
E. Talbott, President Eisenhower's choice 
for Secretary of the Air Force. 


Senator Saltonstall: Mr. Talbott, are 
you a director of any corporation, or were 
you a director of any corporation, and if 
so, what were they, just prior to your 
nomination as Secretary? 

Talbott: I was director of the Chrysler 
Corp., and of Electric Auto-Lite Co.; chair- 
man of the finance committee of Electric 
Auto-Lite; chairman of the board of Stand- 
ard Packaging; chairman of the finance 
committee of the Mead Corp. 

I was on the board of Baldwin-Lima- 
Hamilton Co.; director of Mary Chess; di- 
rector and chairman of the board of the 
Talbott Corp., which is our family holding 





Now, in setting myself up as a special 
partner, our lawyers drew up an agreement 
with the other partner—there are only two 
partners, Mulligan and myself—that no 
work was to be done, while I am in Wash- 
ington, that had to do with defense work 
essentially. They may be doing some work 
for Ford, for example, but that is not essen- 
tially a war contract. But, where it is 
possible, they will stay away from any of 
the aircraft companies. 

Senator Saltonstall: In other words, 
you have divested yourself of every busi- 
ness interest, or will have divested yourself - 
from every business interest, when you are 
sworn in as Secretary of the Air? 

Talbott: Yes, sir. 

Senator Saltonstall: Have you any 
stock holdings in Chrysler? 
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corporation out in Dayton, which is es- HAROLD E. TALBOTT Talbott: There are exactly three com- 


sentially a real estate operation, although 
we have a portfolio of securities; the total worth of the Tal- 
bott Corp. is about 2% million dollars. 

I was director of Mary Chess, a small company in which 
my sisters have an interest. Also, I was a director of Madison 
Square Garden Corp. I think that is all. 

Senator Saltonstall: Have you severed your relations with 
all of those companies? 

Talbott: Yes, sir. I had one other interest. I have an en- 
gineering company in which I have dropped back as a 
special partner. 

Senator Saltonstall: Are you still a special partner? 

Talbott: I am still a special partner in that company. 

Senator Saltonstall: What is the name of that company? 

Talbott: Mulligan & Co. 

Senator Saltonstall: What business does it do? 

Talbott: Industrial engineering, and they confine their 
Work entirely to clerical companies, controls, clerical con- 
trols, or the study of the numbers of clerks needed in an 
industry, and in their clerical work. And it is very successful 


in its analysis of how many clerks are needed in the opera- 
tion of a business. 
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panies in which I have stock that are 
doing business with the Defense Department. 

First is Chrysler, and I have 2,000 shares of Chrysler stock 
which I have owned for 25 years. I have 15,000 shares of 
Standard Packaging Corp., which I would divest myself of, 
and I will give you the reason. It is not doing much work 
with the Defense Department, but it should. Their product 
is good, and I don’t want to be in a position where that is 
moving forward in the Defense Department. 

Senator Russell: What was that name? 

Talbott: Standard Packaging Corp. It is a small company, 
Senator. This year they only did about 20 million dollars 
gross, but I will divest myself of any of those holdings of 
15,000 shares. 

I have 8,000 shares of Electric Auto-Lite. We are not 
doing much work for the Defense Department, but may. I 
don’t really know what we are doing at the present time. 

That stock I have owned for just about 20 years. Those 
are the only tnree companies in which I have any holdings 
that have business—well, the Mead Paper Co., we sell paper 
that comes to the Government in certain ways, but it is a 
trivial matter. 
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Senator Saltonstall: Well, now, have you any interest at 
the present time in any aviation companies? 

Talbott: No, sir, nor have I had any stock in any aviation 
company for over 10 years. 

Senator Saltonstall: You are not interested in any way in 
General Motors? 

Talbott: No, sir. 

Senator Saltonstall: Those three companies which you 
mentioned, one in which you have, or intend to divest your- 
self of the stock, are the only three companies where you 
hold any investment, that you believe do now or may have 
any connection with the Government? 

Talbott: That is right. The others, and as I say, the paper 
company—they are some very indirect matters. 

Senator Byrd: May I interrupt there to say that the other 
nominees designate gave a complete list of their holdings. 
Is that what you are doing, Mr. Talbott? 

Talbott: No, sir. I would be very glad to. I would be de- 
lighted to file that with you, but those are the principal 
holdings that I have. 

I own about one tenth of the steck of the Talbott Corp., 
or one ninth, with nine heirs. That company is, I would say, 
essentially a real estate operation. Therefore, my equity out 
there would probably be $300,000. 

Now that equity is in my name and my children’s names. 
I have some oil stocks. Those oil stocks are all in exploration 
corporations or with nobody who is doing any business of 
any kind with the Government. 

Senator Byrd: The Chrysler stock is 2,000 shares? 

Talbott: That's right, sir. : 

Senator Byrd: And you are a director of Chrysler? 

Talbott: I have been a director since 1927—25 years. 

Senator Byrd: You haven't held any official position in 
the management of Chrysler? ; 

Talbott: I have never been on a salary at the Chrysler 
Corp. I have had director’s fees, that is all. 

Senator Saltonstall: Your family consists of what, Mr. 
Talbott? 

Talbott: My family consists of my wife, two daughters, 
and two sons. My daughters are 25 and 23, and I have twin 
sons, 14. 

Senator Russell: Mr. Talbott, Mr. Wilson undoubtedly 
. told you that I asked him about a report of a subcommittee 
that was made in World War I relative to the activities of 
two of these companies that you have mentioned here today. 
I can't recall the names of them now. 

Talbott: Dayton-Wright. 

Senator Russell: That was one of them, yes. That matter 
will undoubtedly be discussed, and I am sure that you would 
like to add some statement with respect to that report, as well 
as a so-called Hughes report made by Mr. Charles Evans 
Hughes. 

Talbott: I would be very glad to. This is, of course, Sen- 
ator, 30 years ago. 

I wish I could say definitely, but I don’t remember. The 
Hughes report on our work was not complimentary except 
as to our production, and he referred to Colonel Deeds in 
this report. There was a good deal of talk about this matter, 
and finally it came out in the newspapers that we had been 
war profiteers, and a suit was brought against us to recover 
improper profits. 

I have always felt that it really broke my father’s heart, 
and he died. We defended that suit. The suit could have 
been settled almost at any time from the time it was brought 
up until the close, and I fought it for 11 years. 

At the end of 11 years, we recovered $600,000, which 
just about covered our legal fees. 

Senator Russell: Did you file a countersuit against the 
Government? 

Talbott: Yes, we filed a countersuit. 

Senator Russell: For compensation? 

Talbott: No, for overpayment of taxes. 
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Senator Russell: And when the matter was finally de. 
termined, instead of -you paying the Government, the Gov. 
ernment paid you? 

Talbott: That’s right. And that is a matter of record jn 
the courts. I have the report which is available to you. We 
were completely exonerated, and I did it because of the 
family name and because of the accusations made in the 
suit. Otherwise it would not have been smart for us to have 


- fought the thing for all that time. 


I think the basis of that suit, Senator, if I may tell you, was 
because Colonel Deeds and Kettering had been partners 
all the. way through in the early days of the development 
of the Delco Co. and the self-starter and battery ignition, 
Kettering and my father and I owned the Dayton-Wright Co, 

The contention was that Colonel Deeds had been respong- 
ble for certain work being directed into that company because 
of his relation with Kettering. 

Senator Russell: A copy of this report was handed to me, 
I haven't read all of it. It is a very lengthy report, but I did 
glance through it the night before last, and it seems that the 
main contention of the Hughes report was that this Colonel 
Deeds had been in business with you and your father, and 
Mr. Kettering, and that he had divested himself of his stock 
and your father and Mr. Kettering or you or some of you had 
given him a note for his stock. 

Then he came to Washington in charge of procurement 
of planes, which, incidentally, was in the Signal Corps at 
that time. 

Talbott: Yes, sir. 

Senator Russell: And that he had improperly transmitted 
information to his former partners who owned this company 
that gave them an advantage over others who might have been 
similarly situated, or desiring Government contracts. 

Talbott: I think that was the contention. You refreshed my 
mind on one thing. The principal thing that was wrong on 
that was that Colonel Deeds sent a telegram—I don’t re- 
member whether it was.to my father or to Mr. Kettering—in 
which he used the words “confidentially advise you.” If he 
had just left out the word “confidentially” it wouldn't have 
appeared at all, but all of that I think was brought out, Sen- 
ator, in the trial. The whole thing was brought out in the 
trial. 

Senator Russell: Was the case ever actually tried, or was 
it finally settled? 

Talbott: Our case was entirely tried. Now, Colonel Deeds 
was recommended for court-martial. 

Senator Russell: That’s right. 

Talbott: But he was never brought up for court-martial 
I don’t know why. 

Senator Russell: You don’t know why it was not done? 

Talbott: No. 

Senator Russell: I inquired into that too. I am one o 
those who has a very great respect for Mr. Charles Evans 
Hughes, and when I got my hands on this report, I attached 
much more significance to it than I would have on any or 
dinary report growing out of that period. 

Talbott: He couldn’t have been nicer. I testified before 
him in great detail, and he couldn’t have been more con- 
siderate, and was very complimentary as far as our work 
was concerned. 

Senator Russell: He recommended that Colonel Deeds 
be court-martialed, and I understand that that was approved 
by the Judge Advocate General of the Army, but that after 
some further hearing in the Office of the Secretary of War- 
at that time it was Secretary of War—the court-martial never 
took place. You at that time were president of one of these 
companies. 

Talbott: I was president of Dayton-Wright all the time: 
yes, sir. You see, it was owned then by General Motors after 
1919, but I stayed as president of the company. f 

Senator Russell: Both of those were finally merged with 
General Motors? 
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Talbott: Yes. Dayton-Wright was a division of General 
Motors, and I operated it. 

Senator Russell: In order to give you an opportunity to 
complete this record, Mr. Talbott, I want to ask you about 
the report of the committee which reflected very seriously 
on the quality of these planes that you were building there. 
Are you familiar with that report? 

Talbott: Yes. 

Senator Russell: What do you care to say for this Com- 
mittee’s benefit? 

Talbott: Well, those planes were unsatisfactory in a good 
many ways, Senator, but it was a matter of the Signal Corps’ 
design and their inspection and their approval. We could 
have nothing to do with the type of plane we were build- 
ing or the construction of it or the specifications. 

It was never a case where we did not fulfill our part of 
the contract. Our contract was to build according to their 
specifications. 

By the time the plane got to the front, it was obsoleted by 
the new models that the British had brought out, and this 
was a copy of a British plane called the DeHavilland 4. By 
the time it got to the front, the DeHavilland 9 had been 
brought out by the British, which was a very much more 
satisfactory plane. I can tell you in a second just what that 
was. 

The pilot sat forward, the gunner behind, and there was 
a big gasoline tank between them. With any sort of a crash 
the pilot was caught between the gasoline tank and _ his 
engine. It was a terribly bad fault. 

Senator Russell: That is what they called a flying coffin? 

Talbott: That was what they called a flying coffin. 

So what we did was to move the gasoline tank forward 
and put the pilot and gunner close together, and those were 
just coming into production when the armistice was signed. 

Senator Russell: Is your position then that the plane, 
that the design of the plane, or anything that may have re- 
lated to it in all the testimony which appears in these records 
as to being a very unsafe plane, utterly unsafe, and so forth, 
that was not due to any fault on the part of Dayton-Wright 
Airplane Co., but was due to the model that was submitted to 
you, and which you had to construct of that type to comply 
with your contract? 

Talbott: That is right; except, I do not think the plane 
was unsafe. I flew many hours in it, many hours in it my- 
self. The plane was a bad combat plane. 

Senator Russell: Well, the House committee evidently 
did not agree with your view on the plane. 

Talbott: Immediately after the armistice I went to Eu- 
rope to see what the results were over there, and it was a 
very bad combat plane, but that was not our responsibility. 

Senator Hendrickson: Did you testify before the House 
committee? 

Talbott: No, sir. 

Senator Russell: I think you did before Mr. Hughes. 

Talbott: I did before Mr. Huges; that was in Dayton. 

Senator Russell: I might say the report of the House 
committee was very largely predicated, Senator Hendrickson, 
on the testimony taken by Mr. Hughes; I do not know that 
they conducted this hearing themselves, but they got his rec- 
ord, which was very extensive. 

Senator Hendrickson: He was sitting as a special master? 

Senator Russell: He was appointed by President Wilson 
to go into this question of the airplanes during World War I, 
and he made a very exhaustive study of it. Apparently that 
is what it was. I had no knowledge of it until someone 
brought this to my attention. 

Talbott: Senator, I was a young man, and I really took—I 
was the shop manager or the factory manager; executive 
matters were out of my hands in those days. 

Senator Russell: You were president of one of them, were 
you not? 

Talbott: Yes; I was president, my father was chairman 
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of the board, and Kettering was vice president, as I told 
you earlier. It was an accident that they put me in as presi- 
dent because they didn’t think the company was going to be 
other than a rehabilitation of Orville Wright, with a couple 
of hangars with this small machine shop and woodworking 
shop. 

Senator Russell: There is an inference in the House re- 
port, Mr. Talbott, that this Dayton-Wright Airplane Co. was 
organized for the purpose of obtaining Government contracts. 

I will just quote from it so that you can know what it says. 
It states: 

This company “was launched about the time of our entry into 
the war, manifestly with the expectation of obtaining Government 
contracts.” 

It was first charged in this report that Colonel Deeds, who 
had been, I believe, associated at one time with either your 
father or Mr. Kettering, went into the War Department to 
aid the company in obtaining contracts. 

Talbott: That is not correct, Senator. 

Senator Byrd: Mr. Talbott, I want to get straight your stock ° 
ownership that may be affected when you enter into the De- 
fense Department. They have airplane contracts, do they not? 

Talbott: I think the Chrysler Corp. has some engine con- 
tracts, but— 

Senator Byrd: Is that a substantial amount? 

Talbott: If they have got engine contracts it must be 
substantial, Senator. 

Senator Byrd: And you own 2,000 shares of Chrysler? 

Talbott: Right. 

I would like to tell you that i would like to divest myself of 
that stock, and I would feel more comfortable in my position. 
That stock cost me less than $2 a share. I bought it from the 
old Maxwell Co., and I had more stock, but I sold it. But that 
stock, I paid $2 a share for it. My total holdings are 2,000 
shares, and I would have to pay $50,000 to sell it. 

My Auto-Lite stock stood me $2 a share. I have a half 
million dollars there, and I would have to pay $125,000 
in taxes. 

Senator Byrd: How many shares have you got in Auto- 
Lite? 

Talbott: 8,000. 

Senator Byrd: Does that have any contracts with the 
Government? 

Talbott: I do not know if they have any contracts now. 
If they do they are small, but they are indirectly interested. 
They are making tank starting, lighting ignition, or ignition 
and starting apparatus. I do not believe they have any sub- 
stantial contracts, but they would have if we go on to a 
large program. 

Senator Byrd: What was the value of that Auto-Lite, 
those shares? 

Talbott: Auto-Lite is selling at 56, I think. 

Senator Byrd: What other corporations do you have a 
stock interest in, that sell to the armed services? 

Talbott: The only other one was Standard Packaging stock, 
in which I told you I had 15,000 shares, and I would prefer 
to divest myself of that interest. 

Senator Byrd: What was that, again? 

Talbott: Standard Packaging. 

Senator Byrd: Does that company have substantial con- 
tracts with the armed services? 

Talbott: I think they have total contracts with the De- 
fense Department, of about a half a million dollars at the 
present time. 

Senator Byrd: Standard Packaging? 

Talbott: Yes. 

Senator Byrd: And you have 15,000 shares? 

Talbott: Yes. 

Senator Byrd: What is the value of that? 

Talbott: Twelve and a half. 

Senator Byrd: And the contracts would be about what? 

Talbott: About a half a million, out of a 20 million gross. 
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Senator Byrd: Are these the only ones that you know of? 

Talbott: The only three that do any direct business with 
the Defense Department. 

Senator Saltonstall: Mr. Talbott, would you, as a stock- 
holder in Chrysler, have any feeling as to whether or not 
you should pass on any contracts with the Chrysler Company, 
if it were to come before you as Secretary of the Air, or 
would you divest yourself of that responsibility? 

Talbott: Well, I would not want to deal with those at all. 

Senator Saltonstall: In other words, if there is a matter 
concerning the Chrysler Company that came up before you 
as Secretary of the Air, you would, in turn, turn it over to 
some other responsible official? 

Talbott: I would, and I think I would, Senator, even though 
I had sold my stock and resigned. 

I think that an affiliation of 25 years—I would prefer to 
have it handled completely objectively by somebody else in 
the Department. 

Senator Saltonstall: That would also be true of this pack- 
aging company? 

Talbott: Certainly. 

Senator Saltonstall: And of Electric Auto-Lite Co.? 

Talbott: Yes, but I tell you that I think the Standard Pack- 
aging Co. has some products that should be used by the 
Army, Navy, and Air Force, and insomuch as I really be- 
lieve that, I would rather divest myself of that interest, be- 
cause I am so enthusiastic about their products. 

Senator Symington: As I understand that, Mr. Talbott, 
you intended to divest yourself of all holdings of any stocks 
or any interest where you can, which enters into any business 
with the Government, except where you would be forced to 
take a serious financial loss? 

Talbott: That is correct. 

Senator Symington: In the case of Standard Packaging 
Co., I think that was the name of it— 

Talbott: Yes, sir. 

Senator Symington: Any stock which you hold, and you 
are going to disqualify yourself from making any decisions 
with respect to any work that those corporations have with 
the Department of Defense? 

Talbott: That is correct. 

Senator Saltonstall: Mr. Talbott, may I ask you one other 
question, and you can answer or not, as you see fit. Are you 
getting a salary or fixed compensation for services from any 
company now, at all? 

Talbott: The only compensation I am getting is my pen- 
sions, and the pensions, for instance, of the Electric Auto- 
Lite. I have paid in over the years a certain amount to- 
ward my pension fund. 

Now, I can resign from Auto-Lite and my pension starts, 
in proportion to the amount that I have paid into it, and the 
company has paid in. 

I also have a pension from the packaging company and 
from the Talbott Corp. 

Senator Saltonstall: Well, that is for past services? 

Talbott: Yes, sir. 

Senator Hendrickson: Mr. Talbott, you say that you were 
going to divest yourself of the stock of the Standard Pack- 
aging Co.? 

Talbott: Right. 

Senator Hendrickson: Because, as I recall it, you said 
they should be doing business with the Government. 

Talbott: Yes. 

Senator Hendrickson: Whether you divest yourself of that 
stock or not, would you aid them in any way to do business 
with the Government? In other words, would you, as Secretary 
for Air, take the position in respect to any contracts which 
they might seek to negotiate, that you— 

Talbott: Yes; I think I would, in this respect: I think if 
you were manufacturing some gun sights, or something of 
that kind, over in Bob Stevens’ department, I would say, 
“Bob, I think that package is a fine package, and ought to 
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be studied.” That is why I want to divest myself of it, because 
I think that product is an excellent product and a value ty 
defense. I will take a substantial loss in selling that stock, | 
bought the stock at about 6 or 6%, and when I sell, I wil) 
lose about 6 points on 15,000 shares, about $90,000, and | 
have to pay 25 per cent tax on that. However, those figures 
are approximate. 





Talbott Explains Controversies 


At the January 23 hearing of the Committee, Senato 
Russell explained that Mr. Talbott believed that his previous 
testimony had not made his position perfectly clear, and 
had written a letter to the chairman, under date of January 
19. The letter was made part of the record of that hearing, 
It follows. 


Dear Mr. Chairman: 

Since my appearance before your Committee on Jan. 16, 
1953, I have prepared a statement which I hope will clarify 
one of the points raised during the course of the hearings, 
May I respectfully request that the following statement be 
inserted in the record as a part of those hearings. 

From my testimony upon the subjects of the Hughes Re. 
port and the litigation between the Government and the 
Dayton-Wright Airplane Co. it may appear that these matters 
were related, being two phases of the same controversy, 
Such is not the case. The Hughes Report preceded the litiga- 
tion by several years, being filed in August, 1918, three 
months before the Armistice. The recommended court-martial 
of Colonel Deeds was not carried out and he was completely 
exonerated by a Board of Review appointed by the Judge 
Advocate General. This subject is thoroughly covered in a 
book entitled “Colonel Deeds, Industrial Builder” by Isaac F, 
Marcosson, published by Dodd, Mead & Co. in 1947. 

The litigation arose in 1922 out of the claim of the Gov- 
ernment that a certain settlement contract purporting to ad- 
just and settle all matters between the Airplane Co., and the 
Government was not final and that some $2,500,000 was 
due the Government as overpayments under the several con- 
tracts. No fraud or other wrongdoing was charged, nor was 
the Hughes Report in any way the basis of the Government’ 
claim. The position of the Airplane Co., was upheld in every 
respect by the U.S. Circuit Court of Appeals, Sixth Circuit, 
reported in 21F (2d) 673. The concluding paragraph of that 
opinion reads as follows: 

“Nor are we impressed that defendant’s profits were so 
unconscionable as to justify taking them away upon any vague 
grounds, if indeed, that might even be done. The contract, or 
rather the series of contracts which were practically a unit, 
occupied some 18 months; the original capital invested was 
about $1,000,000 but, with borrowed money, general debts, 
and reinvested profits, the average capital employed during the 
last year was some $5,000,000. The total cost to defendant of 
its output was some $27,000,000 and its final net profit from 
these contracts, after it had paid the excess-profits taxes im- 
posed to meet this kind of a situation, was about $1,000,000. 
Plaintift proposes to find a reasonable profit by computing an 
annual per cent, of customary amount, upon the original capital 
investment; on the other hand, where much additional capital 
is borrqwed and both business and reputation, indeed financial 
existence, are involved, businessmen commonly compared their 
profit with their output. Upon this basis the profit, even includ- 
ing bonus, was not over 4 per cent. We agree with the district 
judge that, under the circumstances, ‘the actual profits of manu- 
facture (excluding special depreciation) were neither exorbi- 
tant nor excessive.’ Upon the entire record, the case will be re- 
manded, with instructions to dismiss the bill.” 

The suit referred to in my testimony as a “countersuit 
was in fact a suit by the Airplane Co., for recovery of excess 
profits taxes and in no way connected with the litigation 
mentioned above. cal 

Sincerely yours, 
Harold E. Talbott dia 
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(Proceedings of Senate Armed Services Committee Friday, 
January 23.) 


Wilson: I appreciate this opportunity of again appear- 
ing before you with reference to my designation as Secretary 
of Defense. 

In these days when the whole free world is faced with 
such serious problems it is imperative that the Department 
of Defense have the united support of the people of our 
country. 

In order to achieve this objective, I have decided, after 
carefully considering the matter, to dispose of all the General 
Motors stock which I now own and any which I am entitled 
to receive in the future under rights which accrue to me on 
the termination of my employment. Mr. Kyes has authorized 
me to tell you that he will do the same thing. 

If, during my term of office, I must deal with any matter 
of business which I may feel might be the subject of mis- 
understanding on account of my previous relationship with 
General Motors Corp., I have been assured of the privilege 
of discussing the matter fully with the President of the United 
States with reference to any action that may be taken. 

I regret exceedingly any interpretation that may have 
been placed on my previous testimony not consistent with 
what I have outlined here. For that reason I am grateful to 
the members of this Committee for the opportunity of mak- 
ing perfectly clear the full spirit of my concept of the re- 
sponsibility I have been asked to undertake, 

Senator Saltonstall: The Chair assumes that when you 
use the word “dispose” that that means dispose by sale of 
your stock. 

Wilson: Not necessarily. I may give some of it away. 

Senator Saltonstall: But in other words, you will get it 
out of your possession completely? 

Wilson: That is right, sir. 

Senator Byrd: Mr. Wilson, you say you have not decided 
whether you will sell or give your stock away? 

Wilson: No. I will do a little of each, I am sure of that. 

Senator Byrd: Will a public announcement be made of 
the manner in which you dispose of your stock? 

Wilson: I have not thought about that, but—is that im- 
portant? I thought I might tell the President what I had 
done, just as a matter of interest. Neither of us discussed 
the matter, and he didn’t realize that I would be in this 
spot, and I didn’t either; but once I make up my mind to do 
something, I don’t look backward, so I was just going to do 
it as best I could, as soon as I had time. 

I gave some stock away last year, for charitable purposes, 
and other things. Of course the limit on that is relatively 
small, compared to the total; but I am going to give some 
away, but not all, I will sell some. 

Senator Saltonstall: Mr. Wilson, you will give out public- 
ly, as soon as the record is made public today, presumably 
today, the number of shares that you have. 

Now, to make that thing absolutely complete and whole- 
some, in accordance with your very fine little statement here, 
could not you tell this Committee now that you would be 
glad to inform the Committee, in writing, of how you dispose 
of your stock, the date you disposed of it, and give the Com- 
mittee liberty, if it so sees fit, to make that public? 

If you could answer that question affirmatively with just 
a “Yes” or “No,” I think it would help us a lot. 

Wilson: Well, I have no objection to doing it. My affairs 
are in a glass goldfish bowl, and I am willing to do it. 

_I would tike you gentlemen to appreciate that it takes a 
little time to dispose of that amount of stock, even in as 
broad a market as General Motors, and I don’t think you 
men would want me to jump it tomorrow, and take an added 
penalty on the price. 
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WILSON DECIDES TO SELL HIS STOCK 


Senator Smith (Rep.), of Maine: Can you give us an idea 
how long it might take you to dispose of the stock, Mr. 
Wilson? 

Wilson: Well, I certainly should be able to do it in the 
order of 30 days, perhaps a little longer, somewhere in that 
order. I will make a commitment that I will have it all done 
on or before April Ist. 

Senator Johnson: Mr. Wilson, I have great confidence in 
your capacity and your integrity. I think, in view of the ques- 
tions that have been raised, that I should like to know in 
advance of the vote on confirmation, just how you propose 
to divest yourself of this stock. 

For instance, if it were sold, it would be one matter; if 
it were given to members of your family, or placed in trust 
where ultimately it might come back to you, it would be 
another matter. I wonder if you might not tell the Committee 
what plans you may have in mind, so we may consider that 
before we make our decision here. 

Wilson: I will tell the Committee now what I think is 
the important one. 

I will not put any of it in any trust where it might come 
back to me. 

I do have six children and thirteen grandchildren, and 
I see no harm in giving them a little part of it. I cannot afford 
to give them very much of it, because I will have to pay 
gift tax on it, because I have already gone that far a long 
time ago. 

Would that take care of the real problem? 

Senator Duff: (Rep.), of Pennsylvania: I understood 
from your statement that you have made a decision that, 
whether by gift or sale, you will retain no beneficial inter- 
est in it. 

Wilson: That is absolutely correct. I have gone this far 
and I am not going to have my feet in the mud, gentlemen. 

Senator Johnson: You do contemplate giving some of it 
to members of your family? 

Wilson: Yes; but, as I say, it will be a relatively small 
portion of it. 

Senator Johnson: Have you any idea what percentage—10 
per cent, 20 per cent? 

Wilson: It would not exceed 20 per cent. 

Senator Johnson: Mr. Wilson, what are your views con- 
cerning the procedure that the nominee for Secretary of the 
Army and the Secretary of Air should follow in connection 
with the companies in which they hold stock? 

Wilson: I think they should tell you gentlemen all the 
facts, which I think they already have done, and then I will 
have that same information and, as I said, I will give them 
an executive order from the Secretary of the things they 
should not handle; and also I will give them the privilege 
that at any time they think the conflict of interest exists, or 
they might give the wrong public appearance they could also 
have that right. 

The thing that perhaps I overlooked myself was that not 
only did I have to operate honestly and fairly without 
prejudice, but all the people should also think that that was 
the way I was operating, and that part of it I did not quite 
appraise. 

Senator Johnson: Do you think it would be good policy 
and perfectly proper for the Secretary of the Army to have a 
substantial interest in a company that had contracts with 
the Army? 

Wilson: I see no harm in it because that contract—you 
are thinking about Bob Stevens, perhaps? 

Senator Johnson: I am thinking of the Secretary of the 
Army. 

Wilson: That is right. The sale of material which his 
company makes is at the market and on open bids in com- 
petition. It is even a simpler kind of a case than when you 
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have to pick out a contractor, it is a fairly new product, there 
is no way of easily weighing the competition. Those are 
the ones that are a little more difficult. 

I would just like to say how important I think-this is. 

Before I went to Korea, I went to the Pentagon to see 
Bob Lovett, whom I have known for years and I have a 
very high regard for, to get a briefing on Korea. And in the 
process of our discussion, he said, “Charlie, do not be too 
critical of some of these men that are here to help you do 
this job, because in some cases they are the thirty-third man 
that I propositioned to come before I could get anyone.” 

And I was talking to McNeil, the other evening, and he 
said, “Thirty-third! I know one where he was the fifty- 
seventh man.” 

I really want to do a job for the country, and I have got 
to have good men to help me, and I have got to have men 
with some experience in these kinds of things. So I hope 
you gentlemen will think it can be handled in this way. 

It is very important for the country, and if you turn these 
gentlemen down, I will have an awfully tough time. I will 
finally have to get somebody who wants a $17,500 job and 
hasn’t had any experience comparable with what he should 
have to run such a big important thing for the country. 

I am very frank about it. That is where we are. 

And the penalty for these men, compensationwise—and 
we all know we have had the same problems you gentlemen 
do—people pick over what you do, are critical of us, and so 
forth. So there is a little extra grief attached to it besides. 
And unless a man is really enthusiastic about serving his 
country, he won't even take the job then, and he ought not 
to have to pay another kind of a penalty; and some of these 
men cannot sell their stock. 

Senator Johnson: Then it is your recommendation that 
the Committee act favorably on the Secretary of the Army 
and the Secretary of the Air, notwithstanding the fact that 
both of them have interests in companies that deal with 
their department? 

Wilson: That certainly is so, and I think I have a very 
sound practical way of protecting the national interest and 
at the same time have them operate effectively for the coun- 
try. I think it is sound. 

Now I am perfectly willing for you gentlemen to take 
enough time to look it over and be sure that that is so. And 
if you have any other suggestions to me about it, I will try 
to accept them and carry them out. With only one reserva- 
tion—do not cut me down on doing a good job. 

Senator Johnson: Mr. Wilson, I am very anxious for the 
President to have the type of men that he wants to have 
around him, and I appreciate the fact that the men that you 
have chosen are men of broad business experience, but I 
have grave doubts as to the wisdom of placing men in as 
head of the departments when their Department is doing 
a substantial business with the company from which they 
came. 

Now I read on yesterday 202 pages of hearings in con- 
nection with impeachment charges that had been filed in 
the House of Representatives almost 21 years ago against 
the very able Secretary of the Treasury, and the basis of 
those charges was primarily not that he hadn’t done a good 
job as Secretary of the Treasury, but that he was a substan- 
tial stockholder in the Aluminum Co., and the Aluminum 
Co. sold aluminum to public buildings, and that he was a 
substantial stockholder in Gulf Oil, and Gulf Oil is a con- 
tractor. 

After several days of hearings and the Congressman pre- 
ferring the charges had completed his case, the Secretary of 
the Treasury resigned and that ended the matter. 

Now I am just wondering if this Committee ought not to 
give some thought, and if you shouldn’t, to the propriety and 
the public interpretation that would be placed on having a 
man like Mr. Stevens, who is interested in Pan American 
Airways, interested in the Stevens Co., and interested in 
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other concerns that do business with his Department, being 
confirmed as head of that Department. And the same of 
course would apply to Mr. Talbott, because of Chrysler 
and North American Aviation. 

Wilson: Senator, I understand the problem and I think it 
is proper for you to have concern about it. The case that you 
state in the past arose because no one who thought the 
thing through had any procedure, so in that case the man 
could step aside and let someone with more authority de. 
cide the matter. 

In other words, we have a plan now, and I am personally 
taking the rap to make it possible and effective, because |] 
had no one else to pass the buck to. So I think when you 
gentlemen consider it carefully and see how it is going to 
be set up—and I would like to point out again, the chance 
of doing the wrong thing is much greater when you get down 
to where only the man himself is dealing with the contract- 
you get up in the area I am talking about where many 
people know about it, you can’t really do the wrong thing 
in a goldfish bowl. 

You can’t be political and cheap or anything else. You 
can't do the wrong thing for any other kind of purpose than 
just the objective you are trying to achieve, and I hope 
when you study it all over, you will see that we have a 
sound plan of doing it. 

Now as far as I am concerned, I:don’t know just what to do 
with the money I am going to get from the General Motors 
stock. Maybe I will have to invest it in Canada or some 
place to get completely clear of it, the ramifications are 
so great. I thought having it all in one place, I could handle 
it better than if I had a diversity of interests. 

I am going to be very careful about it myself. I am either 
just going to let it lay in the bank or I am going to put it 
somewhere where no one can criticize me for it on the basis 
that the Defense Department does any business with that 
outfit, because in my case I think I have to take the final 
responsibility for it. 

You will find in all these cases we will have a very careful 
record of what was done. Any time this Committee wants to 
ask me about anything in connection with the operations of 
the Defense Department, you have that right which | 
respect, and I will fully co-operate with you in it. 

Senator Johnson: Are we to understand that all the de- 
cisions that affect the companies in which the Secretary of 
the Army and the Secretary of the Air have investments, will 
be made by you instead of them? 

Wilson: It will be made by me, my deputy or someone 
else above them who has the proper responsibility and av- 
thority for making it. 

Senator Johnson: Have you given any thought, Mr. Wil 
son, to the probable morale problem you might have? Here is 
a young major who wants to get along well and move up, 
and he is confronted with the problem of deciding between 
a company that his boss has a substantial interest in and 2 
company that, so far as he knows, no one in the Department 
has an interest in. 

Wilson: I don’t think there is any difficulty over that one. 

Senator Johnson: You have given thought to that one, 
have you? 

Wilson: Yes, sir, I have. When I appeared before you 
gentlemen before, I talked too much about my past it 
General Motors, because I was just trying to give you 4 
picture of the thing. I did not do it too well, but I am very 
conscious of this, because we had exactly the same problem 
in General Motors. We had a very strict rule that any of out 
purchasing agents and buyers, none of them should have 
any interest in any company that they bought from. 

Further up in the outfit, for one reason or another, men 
did have some interest in industry, and they stated what 
they were, and they never used their position to try to help 
themselves, and if they did, just the opposite reaction 
occurred. 
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1 know how to keep up the morale of an outfit. | may be 
bragging a little, but the morale of General Motors is very, 
very good, and I know why it is. 

Senator Johnson: Have you given any thought to disposing 
of your 37,000 shares in the La Gloria Corp.? 

Wilson: I didn’t think that was necessary, because it is a 
small company and does not do business directly with the 
Defense organization. 

Senator Johnson: What is the valuation of that 37,000 
shares, as near as you could estimate? 

Wilson: I don’t know, because it is not on the market. It 
has a book value of perhaps $20 a share. 

Senator Johnson: What is its business? Would you elabo- 
rate for the record a little bit on that? 

Wilson: It is in the oil and gas business in Texas, develop- 
ing oil properties, drilling wells and selling gas. 

Senator Johnson: And in your opinion you would never 
be called upon to make any disposition of that stock, or to 
make any decision connected with the oil and gas business? 

Wilson: | don’t think so, and if I were, that other para- 
graph, where I said I would talk it over with the President, 
would apply. I certainly would do something about it, be- 
cause I have gone too far to have little things upset me. 

Senator Johnson: You contemplate disposing of your 
9,000 shares of Texas-Illinois Natural Gas Pipe Line stock? 

Wilson: I didn’t think so, because the Defense Depart- 
ment would not buy any gas. 

Senator Johnson: It would not? 

Wilson: Not from that pipe-line company, which runs 
from Texas to Chicago. What do you think, I mean? 

Senator Johnson: As I stated in the beginning, I have 
grave doubts about the wisdom of confirming people who 
hold substantial interests in various companies. 

Wilson: What do you think I should do with my money? 

Senator Johnson: I think you should make the deci- 
sion that you are going to divest yourself of any holdings 
that you might be called upon to make a decision in con- 
nection with, 

Wilson: I carefully thought it over, and I thought the bank 
stock, the little oil and gas company, and the pipe-line stock 
was O.K., and any time I thought it was not O. K., I would 
do something about it. But, I do think you men have got to 
think about—what is a man going to do, and I said a while 
ago, do I have to invest it in Canada, or Mexico or some- 
place else? That isn’t right, to put an American in that kind 
of a spot. 

I do want to make it absolutely clear,.and I subscribe to 
the principle that certainly I tried to say it the other day: 
I will be like Caesar’s wife, above suspicion. 

Senator Johnson: That is all for the moment. 

Senator Hendrickson: Mr. Wilson, I understand about 
one third of the business of the Stevens Co. is with the 
Government. Are you aware of that? 

Wilson: No. Bob Lovett did tell me that he had a terrible 
time to get the business placed anywhere, and he had known 
Bob a long time, and he said, “Now, won't you have your com- 
pany bid on this business?” 

I am sure that the Stevens Co. at the time would have 
rather sold their capacity output in the market than what 
they did. And Bob Stevens is a very loyal American. He is a 
good man. And he knows the difference between right and 
wrong. 

Senator Hendrickson: I realize that. But does it not make 
a difference to you, Mr. Wilson, that one third of the entire 
business of that company is with the United States Govern- 
ment? 

Wilson: I do not think I would worry about that as long 
as it was handled right, and it will be handled right. 

Senator Kefauver (Dem.), of Tennessee: As I understand 
it, the General Motors stock you have you will dispose of 
so that at a time in the future you will have no control what- 
soever with that stock. Is that right? 
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Wilson: That is correct, Senator. 

Senator Kefauver: And any that might be given to the 
members of your family, the full voting privilege will be 
with them and not with you? 

Wilson: That is correct. 

Senator Kefauver: May I ask if you were contemplating a 
voting-trust arrangement? 

Wilson: I am not. 

Senator Kefauver: So that it will be— 

Wilson: I am going to make a 100 per cent job of it, 
and if this Committee wants me to go on record with just 
exactly what I did, I will do it. 

Senator Kefauver: I did not get to hear the discussion of 
the holdings you have in La Gloria Corp., but you just said 
it was 37,000 shares. 

Wilson: Right. 

Senator Kefauver: Have you investigated to see whether 
they have done any Government business, Mr. Wilson, in the 
past, or have had any contracts with the Government? = - 

Wilson: They did have during the war. They sold some 
high-octane gasoline to the Navy at the base they had in 
Corpus Christi, but that is not the setup now. 

Senator Kefauver: Does it have a pipe line that transports 
gasoline or natural gas to Chicago? 

Wilson: It has no ownership in that pipe line. When 
that pipe line was built it was organized and promoted by 
two groups of people: one group in Chicago that was going to 
use the gas, and a group in Texas that were going to sell it. 
But we decided that we did not want to complicate the 
affairs of our little company by having any common-carrier 
pipe line in it. 

Senator Kefauver: Mr. Wilson, assuming it became de- 
sirable for the Government to have a contract with the 
Gloria Corp., what would you do about it? That is, the 
Defense Department. 

Wilson: I would have to know what the circumstances 
were and what the conditions were. 

Senator Kefauver: Suppose the contract was for furnish- 
ing octane gasoline at the Navy base in Texas. 

Wilson: I do not know what I would do, but I would not 
get into trouble over it. I assure you of that. I might even 
say to the president of the company, “Please sell your gas 
somewhere else, or gasoline. Do not get me in a jam. There 
are other people to buy it.” You see, it is such a small kind of 
a thing, it can be handled. 

Senator Kefauver: I think, Mr. Wilson, we would like to 
know just how you plan to handle it. You said you had some 
arrangement or plan to handle contracts in which Mr. 
Stevens and others, their companies, might be interested. 
How do you plan to handle any contracts with Gloria Corp.? 

Wilson: I do not think they will have any. If they did 
have, | would try to take some—let someone else take the 
responsibility for it if it was vital to the Government and 
had to be done. Otherwise, I would tell the boys, “Don’t do 
that to me. Don’t sell to the Government.” 

That is the other side of it, you know—they do not have 
to take the business. 

Senator Kefauver: But it might be in the interests of 
the Government to enter into a contract. 

Wilson: In that case I would let someone else rule on it. 
I wouldn't want to bother the President with too many 
things, but if it was serious enough, I would clear the record, 
I assure you. And it would have to be clearly in the interests 
of the Government. 

I wouldn't want to adversely affect the interest of any 
other stockholders, but those kinds of things can be handled 
if your intent is a hundred per cent, if you are willing to do 
it, to disclose to everybody exactly what you do and why 
you do it. I don’t think it is going to be any problem for 
me. And, as J say, if it became a problem, I would do some- 
thing about it. 

Senator Kefauver: One difficulty about this whole thing is, 
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Mr. Wilson, most everyone leans over backwards to see that 
some special benefit doesn’t come to a company that they 
may have an interest in, but that might not be fair to the 
Government. 

Wilson: Well, I will handle it some way or other. 

Senator Kefauver: Does the La Gloria Corp. own any 
tidelands property? 

Wilson: No, I don’t think so. It is not exactly clear to 
me what tidelands property is. 

Senator Kefauver: Well, between the low-water mark 
and the continental shelf. 

Wilson: I don’t think so. 

Senator Kefauver: Mr. Wilson, you have stated that you 
have some method whereby the burden of passing on con- 
tracts by Mr. Stevens and Mr. Talbott would be handled 
in some other way other than placing the burden on 
them by virtue of their ownership in certain corporations. 
I think I would like to know just what that method is 
going to be. 

Wilson: I think I made another mistake in my previous 
testimony by not making it clear on the record on how the 
contracting is done and who had the responsibility for ne- 
gotiating contracts, signing contracts and approving the pass- 
ing of money for all purposes in the expenditure of Govern- 
ment money. 

Basically, that is in the armed services, and only when the 
civilian part of the family has to step in on the basis of 
emergency or that the job is not being properly done or 
something, even the Secretaries don’t sign these contracts. 
One reason I didn’t put it on the record is that I was so 
familiar myself on how it went that I just didn’t realize that 
the record ought to be clearer on the matter. 


If you men would like to know more about that and have it z 


in the record, Assistant Secretary McNeil, who has been in 
the Department a long time, understands all the details on 
how the business is done. If you get him up here and let 
him testify and tell you how it is done, it might be helpful. 
I am not recommending it. I just say that that would be an 
easy way to do it. 

I know that no Secretary, for instance, has ever made an 
agreement with General Motors over any of the products 
that we built for them or for the country. I know exactly how 
it was done, so that it is only the unusual kind of thing that 
gets involved in this. I know the types they are. 

-I have thought about it and I have studied it, I-have 
talked to McNeil about it and I have talked to all my 
friends that have done business, anyone I could get hold of, 
to try to identify in my mind what those problems 
might be. 

Now, I have always had a little trouble in ghost hunting 
and trying to shoot ghosts, so I have got to pull it down to 
some examples so I understand them. Now, I do understand 
the kinds of things that have to be handled that way. 

Senator Kefauver: Mr. Wilson, let us take a hypothetical 
case. Suppose a decision had to be made that a large contract 
would be given to Stevens, or the American Woolen Co., 
or any other like corporation, some other textile corporation, 
or perhaps it was a matter of whether they would be required 
to convert to war production, and that issue was presented? 
Who would decide it? 

Wilson: If it were important enough, I would; if it was 
of minor nature, the Assistant Secretary McNeil might do it. 

Bob Stevens will have nothing to say about it, and I will 
give a directive that, in dealing with his company, he is not to 
take a position on any matter whatsoever, and I am sure he 
would carry it out very faithfully. 

Senator Kefauver: Doesn't he have quite wide holdings in 
General Foods, General Electric, and might that not sub- 
stantially disqualify him to carry on his job? 

Wilson: I don’t think so, I am sure not. We have a sound 
plan, and I think we know how to handle this business. It 
is a little new, but the way we are going to do it— 
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Senator Kefauver: Mr. Wilson, tell us the plan, that is 
what we want to know. 

Wilson: The plan is, I will issue a directive to all the 
different people that have interests, in that connection, with 
any matters affecting those companies, they are to step 
aside completely, and have nothing to do with it, and 
someone else with more authority than they have will handle 
it. | am sure that is the way to do it. 

Now, in the past, it has been in part done by somebody 
saying that somebody else’s Department has to handle it, 
and you could say—well, I have a simple way of saying it, 
that the buck has to pass up and not down, the responsi- 
bility for the decision has to come up. 

Senator Kefauver: Mr. Wilson, will Mr. Stevens and Mr. 
Talbott be the ones to say whether it should be taken to a 
superior authority? 

Wilson: No, I would be the one. 

Senator Kefauver: How would you know a contract was 
being considered? 

Wilson: I would issue an order, a directive, and you have 
got to remember that those men have the responsibility of 
living up to the law, and they are competent, understanding 
men. 

Senator Kefauver: Mr. Wilson, suppose, in the matter of 
subcontracts, suppose a large corporation received the prime 
contract and they wanted to let subcontracts to the Stevens 
Co., or some of the companies that Mr. Talbott or Mr. 
Stevens have an interest in? Would you consider that they, 
the subcontracts, would be covered by the law? 

Wilson: It would depend on what the circumstances were. 

Senator Kefauver: Or, would you try to step into the 
decision about subcontracts? : 
» Wilson: I wouldn't think ordinarily that that would be 
so, but I want to say again, if the circumstances are such that 
there is any question, any doubt about it, or any possibility 
or any probability of any misunderstanding on the part of 
the public or of you gentlemen, I can assure you it will be 
handled properly. 

Senator Johnson: Mr. Secretary, I want to get this clear. 
Let us assume that one of the Secretaries holds 500 shares 
of General Electric, 500 shares of General Foods, and stock 
in the Liberian Development, and Pan American World 
Airways, and I. T. & T. 

Now, is it your opinion that he can continue to hold that 
stock and those companies ‘can continue to do business with 
his Department, without violating the law? 

Wilson: I am not a lawyer, you understand, and if I had 
a lawyer, he would advise me never to take this job, he 
would say that I would be under too much of a penalty- 
but you have to do a lot of things. I assure you that the job 
is going to be done right, and I would like to point out again 
that these men themselves have a responsibility of living up 
to the law, and we are going to be careful. 

Senator Johnson: Well, in order to do it right, Mr. Secre- 
tary, the first thing I want to know is will these men violate 
the law if they hold the stock, in your opinion? 

Wilson: I would say that if their holdings were very 
minor, they had no personal influence in the company, 
that I would not bother about it. If they were of any sub- 
stantial amount, and they had had past relations with the 
company where they had some influence with or without 
the stock, then I think there is a question, and that one | 
would handle. 

Senator Johnson: All right, let’s get specific. Then in the 
case of the Stevens Co., you think he would violate the law 
if the Department did business with his company? 

Wilson: No, I do not think so, providing it is done the 
way I say, which is that someone else had the respon 
sibility for doing it. 

Senator Johnson: And in Mr. Talbott’s case, do you 
think he could do business with Chrysler and North Amer 
ican? 
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Wilson: No, I do not think he could. 
Senator Johnson: Do you think his Department could? 
Wilson: His Department, the people under him—in that 

icular case, my authority as Secretary of Defense is 
such that I could take over one of those Departments and 
run it if I thought it were the right thing to do. And you 
men in Congress gave the Secretary that authority purposely, 
and it is very embarrassing, it is more authority than I 
thought I was going to have. 

Senator Johnson: Now, on North American and Chrysler 
you think that the Air Force could contract with those com- 
panies and Mr. Talbott could still retain his stock in those 
companies? 

Wilson: I think they could. 

Senator Johnson: And no law would be violated? 

Wilson: I think so. I would like to again put on the rec- 
ord that when I said that, it is on the basis that Harold 
Talbott would step completely aside, have no authority or 
responsibility whatsoever for the contracts that were made, 
and that whatever approval they had to have and should 
have in those kind of cases, they would have extra examina- 
tions. There will be a good record kept of it. And in that 
case I think it is entirely proper. Otherwise I would not have 
tried to get Harold to take the job. 

Senator Case: I merely wish to point out that the statute, 
Section 434, does not say that a man may not have an in- 
terest in the company and be employed or act as an officer 
or agent of the United States and stop there. It says “Who- 
ever being an officer”—and so forth—“is employed or acts as 
an officer or agent of the United States for the transaction 
of business with such entity shall be fined not more than 
$2,000” and so forth. 

It seems to me that what Mr. Wilson is trying to say is 
that these people, though they may be employed or act as 
an officer or agent of the United States, will not be employed 
or will not act as an officer or agent of the United States for 
the transaction of business with such entity. And, simply 
stated, that is in harmony with what the section says. 

Wilson: That is exactly right, and you stated it very well, 
better than I could. 

Senator Kefauver: Well, in that connection, Mr. Wilson, 
I am not as familiar with procurement as I should be, 
and I know that you have been into it very thoroughly be- 
fore you were designated and since, but I had always un- 
derstood that in the procurement of a large contract it is 
very difficult to say just which person really works out the 
details. 

It is handled out in the field and then brought into Wash- 
ington and referred around. There may be 25 or 30 hands 
in the pie before the contract is finally consummated. I think 
there might be a good deal of difficulty in deciding just when 
a certain person should be divested of their authority and 
when it would be passed on to you. Do you contemplate any 
difficulty about that? 

Wilson: I see no difficulty about it. I am going to try my 
very best to clarify this responsibility you are talking about 
and stop kicking the stuff around so much, wasting time and 
money deciding on what is the right thing to do. 

Senator Kefauver: Mr. Wilson, one other very important 
function of the Secretary of Defense and of the Secretaries 
of the services is testimony on legislative proposals that are 
made in Congress. 

There probably will be pending a bill to quitclaim the 
tidelands oil property to the States, the Kerr bill having to 
do with the right of the Federal Power Commission to con- 
trol the interstate shipment of gas, depletion allowances 
on gas and oil, and many other things of that kind will be 
coming up, in which perhaps you will be called upon to 
testify, or your Under Secretaries will be. Have you thought 
about what position you will take on those matters? 

Wilson: I have a very simple way of operating. 
Whatever the problem is, I will put my mind on it and 
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try to understand it, try to develop the facts, put the facts 
on the table and try with whatever group is interested or 
involved helping to decide what is the right thing to do. 
That is my way of operating. 

Senator Kefauver: I am asking you whether you feel that 
you should express an opinion about it, whether your owner- 
ship, for instance, in the La Gloria Corp. would disqualify 
you in testifying before committees. 

Wilson: If it did, I would step aside on that. We have 
precedents in the country for those kind of things. A judge 
won't take a case if he happens to have some stock in the 
company that is up before him. You men all know about how 
people disqualify themselves sometimes. 

We have an industrial society now that we have to be 
practical about. On the other side, we have to be scrupulous- 
ly honest about it and we have to avoid the appearance of 
evil. I understand those things. 

Senator Stennis: Now, with Mr. Stevens’ vast holdings, 
which go almost across the board, and many of those com- 
panies are very active, as I understand, in these contracts, you 
recognize that he would not be competent, under this law, for 
passing on any of this business which those corporations are 
interested in. 

Would that not circumscribe him so that you would be al- 
most daily having to take matters out of his hands, or take over 
matters that would come to you by virtue of your ruling? 

Wilson: I don’t think so, but again, I would have to look 
at his holdings, and if they are minor ones. I am sure that 
the one that he cannot handle is the Stevens Co., itself. 

Senator Stennis: That is right. 

Wilson: Because his father started the business, his brothers 
were in it, and so forth. There is not any broad market for 
it, and he cannot handle that one. 

Now, I can handle the whole business more easily when 
a man has got concentrated holdings. 

Now, on the other side, some people argue: Well, you 
could put your money in an investment trust which had 
a cross section of America in it, and no one would ever 
criticize that because you don’t know what is in it, you 
had no responsibility for what was put in it. 

I don't know. I think all of us have to study this prob- 
lem of how you are disfranchising a man who has ac- 
complished something in the country, and the country has 
been good to. That is our American way of doing things, 
and I don’t think that you gentlemen want to disfranchise 
these men from their holdings in this country. 

Senator Stennis: That is correct, but as a practical matter 
with his vast holdings, I didn’t see how you were going to 
work out a plan that would keep from greatly circumscribing 
him, and I just want to know what your answer is to that from 
your viewpoint. But if you haven't seen the list of his holdings, 
you could hardly answer. 

Wilson: Bob and I will talk it over and we will set it up 
so it is handled promptly, efficiently and properly. 

Senator Stennis: But will you let us know about that before 
we take this vote on him? 

Wilson: He will have to speak for himself. I will talk to him 
as soon as I get out of this room. 

Senator Symington: Mr. Chairman, I would like to have 
the record show that I think that Mr. Wilson has had both the 
training and experience to be a fine Secretary of Defense. 

Mr. Wilson, I would like to be sure that I understand your 
position. Apparently now you do think it is advisable or neces- 
sary, or both, for you to sell your stock, and not advisable or 
necessary for your subordinates in the Department, who are 
far closer to procurement in the Department than you would 
normally be, to sell their stock. Is that correct, sir? 

Wilson: That is correct; and I will explain why I think it 
is so. 

There is a perfectly feasible way for them to step aside 
and for me to issue directives that they are not to con- 
sider or pass on any procurement matters that deal with 
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companies where they have an interest. The very fact, as 
Senator Byrd pointed out in the Senate, that I have this 
great power and responsibility as Secretary, or will have 
if you get me in, also means that I have sufficient power and 
authority to do the very thing that I am talking about; 
and you are the men that can judge that, but that is my 
‘final analysis. 

I figured that I was the fellow on that who had to take 
the rap, and made up my mind to do it. But in doing it, 
I think I have set up a practical way to handle the business. 

Senator Cooper: You stated that you possibly would dis- 
pose of some of your stock holdings to the family. Do you con- 
sider that would raise any question of any conflict of interests 
with your position? 

Wilson: No, I wouldn't think so. 

Senator Cooper: In dealing with General Motors? 

Wilson: No, I don’t think so. 

Senator Cooper: Mr. Wilson, you have thought it necessary 
to yourself to divest yourself of your stock interest so that you 
would be perfectly free to deal with General Motors. Why is 
it that you do not think that Mr. Talbott or Mr. Stevens would 
be in the same or take the same position as you have? 

Wilson: Because they can step aside and I can issue direc- 
tives under my authority telling them to do it, completely 
clearing them. 

I have nobody to do that with, and thé question has been 
raised whether I could even delegate that responsibility to 
the President. I think I could, and he thinks so, too, but 
that is a matter I said we will clear up. I will put myself in 
a completely sound technical position so that I don’t know 
how anybody could criticize me for it. 

Senator Cooper: Do you think it would be better if the 
Secretary for Air and Secretary for the Army were perfectly 
free to attend to all of the business of their departments and 
not be disqualified for any reason? 

Wilson: Well, I would rather have a good man on 99 per 
cent of the business and take care of the 1 per cent myself 
than I would to have a second or third-class man on a 100 
per cent basis, and I am sure it is in the interest of the 
country that we do that. 

Senator Russell: One phase of this matter that Senator 
Cooper dealt with I would like to inquire into, and perhaps 
due to the fact that I have not studied the record as carefully 
as I should, I do not exactly understand the status of this stock 
that you are to receive, Mr. Wilson, as part of your bonus. 
That stock will be issued to you on an annual basis? I under- 
stand it has already been earned and is for services already 
rendered. 

Wilson: That is correct. 

Senator Russell: I am not the least bit disturbed about that 
phase of it, but it seems to me that if that stock is to be issued 
say two years from now, when it is issued will it have the same 
market value of other General Motors stock at that time? 

Wilson: Yes, it is the same thing. 

Senator Russell: I am very frankly concerned about that 
phase of it, Mr. Wilson, because it would seem that the value 
of that stock two years hence would be very directly related 
to the contracts that would be let by the Department of De- 
fense. 

Wilson: It is relatively infinitesimal and unimportant com- 
pared to the 88 million shares of General Motors. 

Senator Russell: Yes, sir. 

Wilson: And I don’t know what to do about it. 

Senator Russell: You do not have such a vested right in 
that you could dispose of it at this time? 

Wilson: I cannot. No, it is not mine 

Senator Russell: I do not understand that because I 
thought they had already declared that as part of your com- 
pensation for 1952 you would receive in 1954 X shares of 
stock in General Motors. 

Wilson: They made a commitment that same day I would 
receive it under certain conditions, and those conditions are 
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that I do not do anything inimicable to the interests of Gep. 
eral Motors in the meantime. But the committee has ruled 
that nothing that I would do while I was-in the service of 
the Government would affect it. But they still have—I might 
not make good on this job, you know. You are interested q 
little in that, I suppose, or I am. 

I might not be here more than a year, or I might-—life 
is short. You do not know what happens to people. And 
there is still a cloud over that stock, and it is not mine. I do 
not know even whether the corporation has it. They just 
made a commitment under certain circumstances they would 
deliver it to me. 

Senator Duff: Am I correct in this—that if you would leave 
the Government and would take employment with some other 
corporation, automatically all your rights would be forfeited 
in that stock? 

Wilson: That is right. 

Senator Duff: And therefore your right to receive it is 
predicated upon the fact that you do not do a number of 
things that are prejudicial? 

Wilson: That is right. 

Senator Duff: And since future acts of yours are to deter. 
mine whether or not you get it, you therefore do not have any 
present rights at all in the stock until those things have hap. 
pened. Is that correct? 

Wilson: That is correct. 

Senator Russell: Mr. Wilson, I hope you understand that 
in none of these questions we have asked you here there is 
anything personal. We do not pass these laws for good men, 
We pass them for those that might be tempted to be bad men; 
but we have to apply them equally to all men of all kinds 
when they come before this Committee. 

Wilson: That is right. 

Senator Russell: And I am still concerned about that stock. 
If that issue, I say in all frankness, is raised on the floor of the 
Senate, that the value of that stock over a three-year period 
will be directly affected by the volume of business done with 
General Motors, and by the profits that accrue to General 
Motors from Government contracts, that it raises practically 
the same question as the stock that you now hold in fee 
simple. 

Even though the delivery is in future, you know that you 
are going to get that number of shares of stock. And I antic: 
pate that if that issue is raised, it will appeal to a number of 
Senators as being exactly on the same basis as the stock you 
now hold. There may be technical difficulties in the way that 
prevents you from disposing of that stock. 

Senator Case: I think that question may arise, Mr. Wilson, 
not merely with respect to the value of the stock, but with 
respect to the provision that there is to be paid a dividend m 
that stock....,.— Hee 

Senator Russell: That is right. 

Senator Case: And the rate of that dividend probably 
would be affected. And it occurs to me—I feel that Mr. Wilson 
is trying to do everything that he can to put himself completely 
in the clear and, as he says, to get his feet completely out of 
the mud—it might be that he would want to think about this 
problem—and I think you have raised a question there—he 
might want to think about it and come up with some concrete 
proposal whereby he would divest himself of any interest in 
the appreciation of that stock or the dividends therefrom. 

Senator Russell: As I see it, from a purely technical legal 
standpoint, that stock stands exactly in the position of that he 
has now. The fact that his acts are going to affect the value 
of it and the dividends returned upon it. Now, Mr. Wilson, 
you say you cannot dispose of that stock. Have you exhausted 
every effort to see whether you can dispose of it? 

Wilson: Yes. I really raised that question, but I would like 
to tell you this: I will make one more effort to see what 
can be done about it. I know what you are talking about, bul 
I really feel you are giving me quite a pushing around. If 
I had come here to cheat, by God, I wouldn't be here. 
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Senator Russell: I am sorry you feel that way, Mr. Wilson. 
Jam not trying to push you around, but I have my responsi- 
bilities, too. 

Wilson: I understand that. But I am just human, and my 
God, I am making a great sacrifice to come down here. 

Senator Russell: That is the very point I was making: If 
you made this sacrifice with relation to the 39,000 shares, 
why don’t you clean the whole matter up and get your feet 
on the dry ground by making some arrangements to dispose 
of this stock? 

Wilson: I tried to do it, but I did not know how to dao it. 
| will make one more commitment with you. I will take 
another look at it, and if there is no way for me to dispose 
of it, I will make a commitment with this Committee that 
any of this dividend equivalents that I receive in any in- 
crease in the value of the stock over the present market 
value, I will give to charity. If I can’t clean it any other 
way, I will do that. Is that satisfactory, sir? 

Senator Russell: I think that is very laudable, Mr. Wilson, 
but you know sometimes relatively simple matters are com- 
plicated and magnified by something that is involved even 
though it has a worthy purpose. And that would certainly put 
itin a different status. 

Wilson: I will make that commitment. 

Senator Russell: I would also like to have your commit- 
ment that you would see if you can find some means of dis- 
posing of this stock and divesting yourself of it com- 
pletely. 

Wilson: I will make one more effort to do it, and if I cannot 
do it, I will give the chairman of the Committee a letter 
saying what I will do with the dividends equivalent and the 
value of the stock, the increasing value of the stock. 

Senator Saltonstall: Mr. Wilson, the Chair would say this: 
that the General Motors committee on this subject has stated 
in writing to you in connection with this new job that is being 
discussed, that the General Motors bonus and salary com- 
mittee and so on has said that anything that you do as Secre- 
tary of Defense would not be injurious under this contract to 
the General Motors Company: 

It seems to the Chair, if they are willing to go that far with 
you, which is a very unusual procedure, the Chair would be- 
lieve then they are willing to go a little bit further and make 
an exception in your. case, or anybody going into the Govern- 
ment, that any General Motors stock to which he is entitled he 
will get in cash rather than General Motors stock. And the 
cash value will be determined today or tomorrow, when the 
decision is made. It seems to me that would cover it. 

Senator Russell: I think that would. That would be the 
equivalent of the sale of the stock at this time. 

Senator Saltonstall: And it seems to the Chair that might 
be possible. 

Wilson: The bonus plan of General Motors is a highly 
technical one that was approved by the stockholders, and 
Iam sure my General Motors friends will go as far as they 
can within the limits—it is the same kind of problem we 
are discussing here, you know. You got certain rules. They 
even talked about could they pay me the whole thing in 
one lump sum. They decided they.could not do that without 
going to the stockholders. That takes a long tinie and is a 
very expensive thing. 

But I would like to make a commitment that I will take 
another look at it to see what can be done to clean it up, 
and if I cannot get any changes made in it, I will take the 
dividend equivalents that I receive and any increase in 
value of the stock that I might receive during this time, and 
when I receive the stock and when I receive the dividends, 
I will give it to charity so that I do not get it. 

Now I do not know what much more I can do. 

Senator Stennis: Mr. Wilson, is that dividend equivalent 
just what the word signifies—a sum equal to the dividends? 

Wilson: That is right. Now, the reason they say that is be- 
cause the stock is not necessarily there at this time, but it 
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is going to be there at a future time. Then they may have 
to buy it in the open market. 

Senator Stennis: And you are going to see if they will just 
give you a lump-sum settlement for the entire bonus contract; 
is that what you have in mind? 

Senator Russell: I am not concerned about the monetary 
payments. I am not concerned about them. They have been 
earned. I am talking about this stock. 

I think he has come here and made a great sacrifice, and 
if he handles it this way, he leaves himself where he was before 
he sold the 39,000 shares. 

Senator Cooper: That is the reason I raised the question, 
Senator, for the exact reason you do. Here is a man who says 
he has disposed of 39,000 shares of stock and leaves a few 
shares which, I think, are in exactly the same position. 

Wilson: They were not mine. 

Senator Cooper: And also that he proposes to give the 
dividend to charity would not suffice, because he has the inter- 
est of keeping the stock at the same level. 

Wilson: I make the further commitment that any increase 
in value of it I would give to charity. I will take the present 
market value as of the day you men confirm me, if you do. 
And I am beginning to think you would be doing me a great 
favor if you do not do it. 

Senator Saltonstall: Mr. Wilson, may we leave it this 
way on this matter which Senators Cooper and Russell have 
raised—that you will make the effort to clear up this situ- 
ation and notify the Committee by writing the Chair as 
to what you have done and what the result of your efforts 
may be? 

Wilson: That is right. And in addition, I will make the fur- 
ther commitment that if I cannot change it—I got some tough- 
minded technical friends in General Motors, too, you see. 

Senator Saltonstall: Thank you. 

Wilson: And within the limits of their authority they will 
operate for me, but they won't stretch the authority because 
it comes right from the board of directors. They are just 
as careful. The bonus and salary committee has got a separate 
lawyer, not a legal counsel of General Motors, but a separate 
lawyer, and he is as tough as anybody on just exactly what 
the letter of the by-laws is. 


. 


AFTERNOON SESSION 


Senator Saltonstall: Mr. Wilson, after you left this morn- 
ing, the Committee began to discuss the situation which relates 
to your confirmation. I think the one principal question that 
was bothering them, on which we wish to get further infor- 
mation, is the question of your bonus stock. 

Now, as I told you over the phone at the Wardman Park 
Hotel when I talked with you, I think many members of the 
Committee felt that they would like to be assured in some 
way that stock would be sold as well as—you have gone 
through the processes very frankly and at considerable per- 
sonal sacrifice—of selling all your other stock. 

To put it bluntly, you have made yourself 98 per cent clear 
on this General Motors problem of selling stock. Now, what 
we want to try to do is to clear up the other 2 per cent. 

Now as you told me over the telephone, and I told these 
ladies and gentlemen what I understand you were willing to 
do was as follows: 

You were willing to turn over to a charity your pre-earned 
dividends on any stock that you might be entitled to receive 
as it came in to you, and that you would be willing to turn 
over to charity—I wasn’t sure of this statement—your stock as 
it came in to you, or sell it promptly and turn the proceeds 
over to charity. 

Wilson: I said I would sell it promptly and turn over to 
charity any excess value. 

Senator Saltonstall: That is correct. 

Wilson: Over the present market. 





Senator Saltonstall: That is what you told me. 

Wilson: So that anything that might be done which would 
contribute to the earnings of General Motors, I wouldn't 
get any of it. I promised Senator Russell that I would make 
another effort to see what I could do. 

Now, just as I was about to leave after you called me, I 
got the call back from New York. The legal counsel of the 
bonus and salary committee of General Motors that has this 
responsibility, after considerable discussion, said that he 
would be willing to recommend to the members—and there 
are five members of it, and he is the legal counsel; he is not 
counsel of General Motors; he is a separate independent at- 
torney—he said he would be willing to recommend to the 
committee that they immediately exchange the stock that 
theoretically I will get some day, into cash at the present 
market. 

Now, if they did that, then this thing would be all cleared 
up. 

Senator Russell: I think that is preferable, Mr. Wilson, if 
you will permit me to interrupt you. 

Wilson: I can’t say they will vote for that, but I have got 
the legal counsel’s word that he will recommend that to 
the committee. 

Now, there is one more thing I thought about, and I don’t 
know that legally I could do it. Maybe I will get myself into 
some other trouble, but I might be able to sell short the 
number of shares. Then, if the stock went up I would have to 
make it up personally, because I would have to deliver it 
to somebody some day, and the dividends or the dividend 





equivalents that I would get would have to be paid ove, 
to the people that bought the stock that I sold short. 

Now, I never was much inclined to that short-sale busi. 
ness. I guess I am sort of an optimist anyway, but that js 
one thing that has been pointed out to me that maybe | 
could do, but I can’t tell you men today that I can do it be. 
cause it might be illegal. It is, while I am_ president of 
General Motors, or have any relation with General Motors, 
I know that. I am not supposed to sell stocks short. and ] 
don’t. know whether as Secretary of Defense I ought to sel] 
stock short in a company. 

You men might take the position, then, that I wouldn't 
even give General Motors a fair break because I might be 
trying to help myself on the short sale. You have got me a 
little confused, but I will work at it. 

I just want to tell all of you I am going to do my very 
best to do what you men think I ought to do to completely 
qualify on this technical side. 

Now you still have a decision to make up your mind 
whether you want me or not. That is something different, but 
I will clear that technically as very best I can. I am so far in 
now, one little thing more or less now is nothing. 

Senator Saltonstall; Mr. Wilson, may I say this, and, per. 
haps, unless there are many questions we should let you go, 
You are willing to do one of these three things, preferably the 
second one, if the advice of legal counsel is taken by the com- 
mittee. That would be the best thing to do. 

Wilson: Preferably an immediate exchange of the stock into 
cash in General Motors. 





STEVENS REVERSES STAND ON KEEPING STOCK 


On January 29, Robert T. Stevens was called before the 
Committee again and testified, in part, as follows: 

Senator Smith: Mr. Stevens, if the Committee, when we 
get to the point of a decision on your confirmation, decides 
that it is necessary in keeping with the existing law to ask 
you to divest yourself of your stock in the J. P. Stevens Co., 
did I understand you to say you would do so? 

Stevens: No, I didn’t say that, Senator Smith. I think that 
is a very good, fair and appropriate question. 

I think what I said was—it is the way I feel now, anyhow 
—I am trying to weigh, if that occasion arises, I will try 
to weigh what I consider to be the public interests of the 
precedent and the principle which I have enunciated here 
on the one hand, and my possible service as Secretary of 
the Army on the other hand. 

I feel very deeply about this principle and precedent, and 
I have not yet made a conclusion on that because, as I said to 
the chairman, I need the help of this Committee. I wel- 
come it. I want it, because I am so anxious to do the right 
thing by the United States of America. 

Senator Smith: I personally feel that if you divest your- 
self of your stock you still can’t help being interested in the 
company that you have come up with through the years, 
but as a member of the Committee I also must remember 
that there is a law that we must think about. 

Stevens: That is right. 

Senator Smith: And I would like your answer yes or no 
as to whether you will, if we consider it necessary, divest 
yourself of the stock? 

Stevens: May I think about that as the discussion goes 
along, Senator Smith? 

Senator Stennis: You have talked about divorcing your- 
self from Stevens & Co. What about just divorcing Stevens 
& Co. from the Army contracts? 

Stevens: You mean that the Stevens Co. might not do 
any business with the Army? 

Senator Stennis: With the Army, just the Army, period. 
Now what is the practical answer to that? 
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Stevens: The practical answer to that in my heart, Ser- 
ator Stennis, is that that is not in the interests of the United 
States. 

I think this is too important a facility not to be used, and 
it is my opinion—and I think it would be borne out by the 
record—that if the Stevens Co. were to withdraw as a 
supplier to the Army, which I could not in the interests of 
the United States recommend, that the total cost of Army 
cloth procurement over any given year would rise by some 
margin. Now what that would be I don’t know, but I believe 
it would end higher. 

Senator Stennis: You feel then that they are such a major 
part of the picture with reference to competitive bidding for 
Army contracts that their removal from the picture would 
adversely affect the Government? 

Stevens: That's right, sir. I do feel that very strongly. 

Senator Stennis: And as a practical matter you don’t think 
that is within your realm of possibilities to even consider? 

Stevens: I really don't, sir, no. 

Senator Case: Mr. Stevens, you have very clearly ex 
pressed the principle which you think is important here, 
and that is that small businessmen, or relatively small 
businessmen or independent businessmen or men _ who 
have been associated with a business which represents 4 
considerable effort on their part or their family, shall not 
feel that they are barred from holding a position with the 
Government. 

Stevens: That is right, sir. 

Senator Case: It should be obvious, however, that there 
is nothing in this situation as it has been disclosed that would 
prevent you or anyone in similar circumstances from serving 
in some other capacity. For example, Secretary of State or 
Secretary of the Interior, so that even if the principle which 
has disturbed the Committee should be upheld in your ir 
stance, it wouldn’t bar you from serving the Government in 
some other capacity. 

Stevens: I would take your word for that, Senator. | 
haven't thought it through. You may be correct, but I can 
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conceive that there may be complications under the statutes 
in other departments. 

Senator Case: Well, if they were doing business with the 
business entity with which you were identified, but it doesn’t 
seem to me that it follows at all that you would be barred 
fom governmental service in some capacity where you 
didn’t do any business with the Stevens Co., nor any other 
businessman. 

Stevens: Perhaps not, sir. I mean perhaps not in my 
case. I don’t know. 

Senator Case: Or any other businessman in a similar sit- 
uation. I think it is important to understand that clearly, 
because the Committee has been concerned with another 
principle which is certainly well established by precedent 
and everything else, and that is the conflict of interests. 

Stevens: Yes, sir. 

Senator Case: The Committee has been seeking to pre- 
serve that principle, which is equally important over a long- 
range period, The textile business is highly competitive in 
the particular fields with which the Stevens Co. has dealt 
with the Government, is it not? 

Stevens: Very highly competitive, and I am sure the 
chairman, with his knowledge of the textile situation, would 
bear that out. 

Senator Saltonstall: Senator Case, the Chair respectfully 
states that he happens to know that Mr. Stevens’ company 
has underbid Massachusetts companies in a number of in- 
stances. 

Senator Case: Even if you were relieved of any responsi- 
bility for passing on a specific contract, would you be relieved 
from responsibility for determining the policies of the De- 
partment of the Army in respect to whether or not we used 
domestic or imported wools? 

Stevens: I would say that that would be a question, yes, 
that I would be interested in, Senator. 

Senator Case: The question has concerned the Congress 
to a considerable degree on many occasions. 

Stevens: That’s right. 

Senator Case: You are doubtless familiar with the Buy 
American Act? 

Stevens: Yes, sir. 

Senator Case: And the amendments thereto. In fact, the 
last Congress passed the so-called barrier amendment, de- 
signed to make the Buy American Act effective in favor of 
domestic wools. 

Stevens: Senator, I had a good deal of experience in this 
area in my capacity in the Quartermaster General’s office 
during World War II, and I think that the record is clear 
there as to the way the operation worked in the interest of 
using domestic wool to the limit of our ability. That is a mat- 
ter of record. 

Senator Case: Well, whichever way your decision might 
be, I don’t know how you would divorce yourself from the 
interpretation or application of the Act. Does the Stevens Co. 
have any interest as to whether it is domestic wool or foreign 
wool? 

Stevens: We like to use American products. 

Senator Hunt: Mr. Stevens, representing a State where 
one of the mainstays of our economy is wool, and you know- 
ing the competitive situation today between synthetics and 
wool in Army use, would you care to give an expression to 
this Committee of your feeling with reference to the use of 
the two materials? 

Stevens: Well, Senator Hunt, I personally believe there 
isa great place in the economy, and will be for many years 
to come, for the natural fibers—wool and cotton. 

We have seen, of course, the development of the synthetic 
business. My own feeling is that the synthetics development 
to a large extent represents an increase in the over-all textile 
production and consumption, and that, while here and there 
there will be inroads on the natural fibers, by and large the 
place for wool and cotton remains pretty steadfast. 
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Senator Symington: The first question that I would like 
to ask you is this: You knew about this law when you ac- 
cepted the offer of the position? 

Stevens: That is correct, Senator Symington. 

Senator Symington: The second question I would like to 
ask, to be sure I understand, is this: Since Mr. Wilson and 
Mr. Kyes agreed to sell their stock, which represented a far 
less percentage, in order to qualify themselves for their posi- 
tions, why do you feel nevertheless that you should be allowed 
to hold your own? 

Stevens: Because I feel that there are two eehelons of 
command above me, Senator, to whom any action in the 
area from which I would be disqualified by the Secretary of 
Defense’s directive, if I were confirmed, could be referred. 

Senator Symington: Would you care to comment as to 
when you plan to tell the Committee whether or not you are 
going to sell your stock? 

Stevens: Well, I certainly don’t want to delay the thing or 
be a bit evasive about it. As I said before, Senator Symington, , 
I need the help of this Committee, and I appreciate what 
I am getting. I feel that I am in extremely friendly hands, 
who are sympathetic to my position and want to help me to 
do the right thing. 

Senator Symington: Well, I feel you are in extremely 
friendly hands too, and I want you to know that I think you 
would make a fine Secretary of the Army; but would it help 
you any to make your decision to know that some of us might 
not vote for you unless you sell your stock? 

Stevens: No, sir. That really would not have any effect 
on my decision. I am going to make that decision, but the 
fact that somebody might not vote for me because I didn’t 
divest myself of the stock would not be an influence with me 
in my thinking. 

Senater Saltonstall: Senator Symington, the Chair assumes 
you mean by stock, the stock in Stevens & Co., or stock in all 
the other companies that Mr. Stevens held? That wasn’t quite 
clear to the Chair. 

Senator Symington: I mean any stock which the nominee 
owns in any company that is going to do any business with 
the Department of Defense. 

Senator Saltonstall: Including the Stevens Co.? 

Senator Symington: Well, it would be included, wouldn't 
it, sir? 

Senator Kefauver: Mr. Chairman, I understood he already 
said he was going to sell his stock in other companies. 

Stevens: That is correct, Senator. 

Senator Cooper: As a matter of policy, do you think that 
it is a good thing that any officer, particularly an officer in 
your position, Secretary of the Army, should believe that he 
has certain interests outside of his official job which makes 
it necessary to disqualify himself from carrying on his full 
duties of the office? Do you think that is a good situation? 

Stevens: Yes, sir, I do, on account of the basic principle 
and precedent for which I have spoken to the very best of 
my limited ability before this Committee, and I think if you 
establish a position under which it is impossible for com- 
petent small or medium-sized businessmen to disqualify 
themselves when it comes to an area in which they might 
have a conflict of interests, that we are not making a wise 
move in the interests of the United States. And I feel that 
very deeply. And going back, if I may for just a moment, 
to Senator Case’s point, I am not sure that I quite under- 
stood it, but I would like to state for the record that it is 
my opinion that in the Defense Department alone—and 
I will confine my remarks to that—that it is necessary for the 
Defense Department to call on large numbers of competent, 
able, successful people to help accomplish the mission 
that the Defense Department has, and I feel that those 
people are going to be very adversely affected in their 
thinking as they listen to the call of service, if this Com- 
mittee calls upon me to make disposition of my stock in the 
Stevens Co. 
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Senator Smith: Mr. Stevens, do I understand that your 
answer to my question is “Yes,” if the Committee feels that 
we must vote in accordance with the law as we under- 
stand it? 

Stevens: If the Committee feels that I should dispose of 
my stock, I am prepared to dispose of it, but I hope that the 
Committee will not take quick action on this and under- 
estimate the seriousness of the precedent and the principle 
that I in my heart deeply believe is facing us and is going 
to do harm to the best interests of the United States. Now 
I plead with you to do that before you reach a decision on 
what you think I should do. 

Senator Hendrickson: You understand that the Committee 
here is confronted with a criminal statute, and usually a 
criminal statute is interpreted strictly. 

Senator Saltonstall: Mr. Stevens, there is one thing the 





Chair wants to make absolutely clear on this record. Yoy 
have stated that you are willing to dispose of your stock, 
You give us very strong arguments why we should not put 
that burden upon you. Does that also include, by your stock, 
any stock beyond that which is held by you personally? 
For instance, I have in mind your wife or your children, 

Stevens: No, sir. 

Senator Saltonstall: It does not? 

Stevens: It does not. 

Senator Saltonstall: Simply your own personal stock? 

Stevens: That is correct. 

Senator Smith: Mr. Chairman, that was my question—his 
own personal stock, and nothing else. 


Mr. Stevens agreed to dispose of his stock and the Com. 
mittee then approved his nomination unanimously. 





TALBOTT AGREES TO 


On the same day, January 29, Harold E. Talbott was 
recalled before the Committee. 


Senator Saltonstall: Mr. Talbott, you may proceed. 

Talbott: I assume you are mainly concerned with interests 
which might appear to conflict with my functions and duties 
as the Secretary of the Air Force. I am confining this state- 
ment to a discussion of my proposed actions regarding my 
securities or stock holdings. 

In my previous appearance before the Armed Services 
Committee, I disclosed my holdings in businesses which now 
have, or reasonably may have, dealings with the Department 
of Defense. At that time I did not appreciate fully the fact 
that my holdings in two of the companies involved, namely, 
Chrysler Corp. and Electric Auto-Lite, would be of moment 
in the consideration of my availability for the position of 
Secretary of the Air Force. I did, however, say that I would 
retire entirely from Standard Packaging and sell the stock of 
myself and my family, totaling 15,000 shares in that com- 
pany. This, for the reason that I have been the directing 
head of that company for many years. I am also disposing 
of an option to acquire 5,000 additional shares in this com- 
pany. 

In my previous testimony I incorrectly stated my holdings 
in Electric Auto-Lite as 8,000 shares. I had overlooked the 
fact that I had previously given 1,500 shares to my wife so I 
own only 6,500 shares in this corporation. 

My holdings in Chrysler and Electric Auto-Lite are com- 
paratively minor and I am in no position as a stockholder to 
_ influence their business one way or another. I thought my 
holdings were so relatively small that no one would think 
they would influence my decisions in any way in my pro- 
posed assignment. I was quite familiar with where the con- 
tracting responsibility lay in the Air Force and I had in mind 
to disqualify myself any time there did seem to be a con- 
flict of interest. 

However, upon a re-examination of my affairs with the 
aid of my legal and other counsel, I have decided that I 
will divest myself of all ownership or participation in the 
business entities which may be considered in conflict with 
my proposed duties. I therefore shall by sale and gift dispose 
irrevocably of all my equity stocks in the Chrysler Corp. 
and the Electric Auto-Lite Co., the exact proportions of sale 
and gift to be determined by advisers. In no case will there 
be any possibility of recapture of the securities or their 
income by me. I will receive a pension from Electric Auto- 
Lite by reason of past services and contributions I have 
made. In addition, Standard Packaging, Inc., has awarded 
me a pension of $6,000 per year for past services. These 
amounts are not affected by future earnings of these cor- 
porations. 
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GET RID OF SECURITIES 


The Talbott Corp. is a family holding company of which ] 
own about 6% per cent. It has about 25 stockholders who 
are my mother’s children or grandchildren. I have resigned 
as chairman of the board and director in this corporation, Its 
assets are principally the former holdings of my father’s and 
mother’s estates, and its principal business is real estate, but 
it also owns certain securities, four of which might be in- 
volved in business with the Department of Defense. These 
are: 2,000 shares of Chrysler Corp., 3,000 shares of Armco 
Corp.—that is American Rolling Mills—2,000 shares of Mon- 
santo Chemical Co. and 5,000 shares of Standard Packaging, 
Inc. The latter investment will be liquidated. I shall be glad 
to submit a complete financial statement of the Talbott Corp. 
if desired, but it is not available in Washington at this time. 
I should like to emphasize the fact that I possess no legal 
control over the activities of this corporation. This corporation 
has voted me a pension of $3,000 a year for past services. 

I believe that all financial connections which might con- 
ceivably affect my qualifications for the office have been 
disclosed. 

The position I am taking seems to me to be going much 
further than is required by the “conflict of interest” statutes. 
The decisions I have made result from the fact that I do not 
expect to be active in business when my tour of duty with 
the Government is over and I am very desirous of having the 
confidence and understanding co-operation not only of the 
men and women in the Air Force but of the public generally. 
I hope that what I am offering to do with my affairs in no 
way sets a precedent for any other businessman who might 
be faced with somewhat similar problems. 

The program I have outlined is capable of accomplish- 
ment without delay. I shall be pleased to file a report with 
the chairman of your Committee as to the exact transactions 
which accomplish this liquidation of my securities as soon a 
it is effected, but not later than some time in April. 

I told this Committee in my previous appearance before 
you that I was born and raised in Dayton, Ohio. I had the 
privilege of knowing Orville and Wilbur Wright, of seeing 
their work on the first plane, which flew at Kitty Hawk 
Katherine Wright was my schoolteacher at that time. I have 
been intensely interested in aviation since its inception, and 
have been quite close to the industry over the years, Due 
to this experience and my other business activities I would 
be best qualified to serve my country in the capacity for 
which I am being considered. 

After this statement, the Committee approved Talbott. 
There was one vote against him. 

No question of conflict of interest was raised by the Com: 
mittee in connection with the nomination of Robert B. Ander. 
son, for Secretary of the Navy, and Anderson was approved 
unanimously. 
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What Russia Is Up To— 


How U.S. Can Stop Her 


In Full Text— 


(Following is full text of the address to the nation by 
Secretary of State John Foster Dulles over radio and tele- 
vision on January 27.) 


It has been now just six days that I have been Secretary 
of State and I can assure you that they have been very, very 
busy days. They have been a perfect mass of accumulated 
problems, but I hope never to be too busy to talk with the 
Congress and with the people of the United States so that 
they will know what it is we're thinking about and what our 
purposes and intentions are. 

I've already met with two congressional committees that 
deal primarily with foreign affairs and now I want to have a 
chance to talk with you. Of course it’s obvious that after six 
days I haven’t got the answers to all the problems. It would 
be ridiculous if I pretended that I did have, but I do think 
it's worth while to tell you what our position in the world is 
and the spirit with which we approach the solution of these 
problems. 

Now the first thing that I want to make clear, and I want 
to make it abundantly clear, is that I consider that it is my 
job to work for the people of the United States. I am part of 
your Government; it’s you that have hired me and pay me, 
and you're entitled to have me do the best that I can for you. 
And that is going to be the spirit of the State Department and 
of our ambassadors. You needn't be afraid that we're working 
against you and for others. 

President Eisenhower has often used a phrase, it’s a phrase 
“enlightened self-interest.” That is going to be the guide as 
we go on to make our foreign 
policy. Now in our own interest, 
our enlightened self-interest, we 
have to pay close attention to 
what is going on in the rest of the 
world. And the reason for that is 
that we have enemies who are plot- 
ting our destruction. These enemies 
are the Russian Communists and 
their allies in other countries. 

Now you may ask, how do we 
know that they are really trying: to 
destroy us? Well, the answer to 
that one is that their leaders teach 
it openly and have been teaching 
it for many years, and everything 
that they do fits into that teach- 
ing. And in this country our courts 
have had to look into the question . 
and they’ve found, most recently 
only last week, that the Commu- 
hist Party in this country is part of 
a gigantic conspiracy designed to 
overthrow our Government by 
violence. 

Well, you may say, do we need 
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MR. DULLES TALKS TO THE NATION 
“".. plenty of trouble around the world’’ 


to take this threat seriously, and the answer to that is that 
the threat is a deadly serious one. President Eisenhower re- 
cently said this nation stands in greater peril than at any 
time in our history. Any American who isn’t awake to that 
fact is like a soldier who's asleep at his post. We must be 
awake, all of us awake, to that danger. 

Now already our proclaimed enemies control one third 
of all the people of the world. I’ve here behind me a map 
which shows the vast area which stretches from Kamchatka 
near Alaska, the northern islands of Japan and right on to 
Germany in the center of Europe. That’s an area which the 
Russian Communists completely dominate. In that area are 
800 million people, and they are being forged into a vast 
weapon of fighting power backed by industrial production 
and modern weapons that include atomic bombs. If this 
block of 800 million people is compared with our population, 
about 150 million people, it means that if we were alone 
against them, the population odds against us and in their 
favor would be 7 to 1. Now in the case of the first World 
War and the second World War there was a big coalition 
on our side against the despots so that the man-power ratio 
then was about 7 to 1 in our favor. It wouldn't be pleasant 
to have a war in which the odds against us were 7 to 1. 

And another important fact is that this vast area of Asia, 
Europe, which our enemies control, has within it all of the 
natural resources which they need. On the other hand, we 
are largely dependent on overseas goods. For example, our 
steel industry, which is of course basic in peace production 
and war production, depends very largely upon importations 
of manganese from overseas. So, if 
we were alone, not only would the 
man-power odds be _ terrifically 
against us, but we would be at a 
great disadvantage in the produc- 
tion of the weapons that we needed. 

These are some of the reasons 
why the enlightened self-interest of 
the United States compels that we 
should have friends and allies in 
the world. At the present time, the 
Soviet Communists are carrying 
out a policy which they call en- 
circlement. That means they want 
to get control of the different areas 
around them and around us so they 
will keep growing in strength and 
we're more and more cut off and 
isolated. They said they don’t want 
to start an open war against us until 
they have got such overwhelming 
power that the result would not be 
in doubt. So that strategy has been 
to pick up one country after an- 
other by getting control of its gov- 
ernment, by political warfare, and 
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indirect aggression. And they have been making very great 
progress. 

At the end of the second World War, only a little over 
seven years ago, they only controlled about 200 million peo- 
ple, and today, as I say, they control 800 million people, and 
they’re hard at work to get control of other parts of the world. 

Let me now, with a map before me, pick out some of the 
high spots of trouble. Let’s start with Korea, which naturally 
comes first to our minds because of the cruel and bloody war 
going on there. What’s that all about? Well, one thing that 
it’s about is Japan. You see the Soviet Union has already 
moved into the northern islands which are very close to 
Japan, in fact they are within two miles of Northern Japan, 
and their planes are reported daily almost as flying across 
the northern part of Japan. And you can see from this map 
that if they had not only this area up to the north of Japan, 
but also had all of Korea, then Japan would be within the 
Communist pincers. And if the Russians or Chinese Com- 
munists got control of Japan with its great industrial power 
then they could use that to process the raw materials which 
come from Asia, from Manchuria, and from China, and to 
process them into arms and weapons for the vast man power 
of China. And that, if it happened, would be a very un- 
fortunate thing for us. It was hard enough for us to win the 
war against Japan in the Pacific when Japan was alone, when 
China was our ally and the Soviet Union was neutral. If Rus- 
sia, China and Japan all combined, it would be pretty tough 
going for us in the Pacific. Stalin has boasted that with Japan 
the Soviet Union would be invincible. We don’t need to be- 
lieve that but at least we can see that it would be pretty 
tough going. 

Now the Soviet Russians are making a drive to get Japan, 
not only through what they are doing in northern areas of the 
islands and in Korea but also through what they are doing 
in Indo-China. If they could get this peninsula of Indo- 
China, Siam, Burma, Malaya, they would have what is called 
the rice bowl of Asia. That’s the area from which the great 
peoples of Asia, great countries of Asia such as Japan and 
India, get, in large measure, their food. And you can see that 
if the Soviet Union had control of the rice bowl of Asia that 
would be another weapon which would tend to expand their 
control into Japan and into India. That is a growing danger, 
and it is not only a bad situation because of the threat in the 
Asian countries that I refer to but also because the French, 
who are doing much of the fighting there, are making great 
effort and that effort subtracts just that much from the 
capacity of their building a European army and making the 
contribution which otherwise they could be expected to make. 
I'll touch on that problem later on when we get to Europe. 

Now then, we can go on to the next area, which is the 
Arab world. And in the Middle East we find that the Com- 
munists are trying to inspire the Arabs with a fanatical hatred 
of the British and ourselves. Now that area contains the 
greatest known oil reserves that there are in the world, and 
the Soviet interest is shown by the fact that Stalin when he 
was negotiating with Hitler in 1940 said that that area must 
be looked upon as the center of Soviet aspirations. If all of 
that passed into the hands of our potential enemies that would 
make a tremendous shift in the balance of economic power. 
And furthermore this area also has control of the Suez Canal, 
and that is the portion of the world and the seaways of the 
world which has long been guarded and called the life-line 
which made it possible for Europe to be in communication 
with Asia. There, there are difficulties at the present time be- 
tween the British Government and the Government of Egypt 
which relate to the question of the defense and control of the 
Suez Canal. 

Then if we move on further, we can go to Africa. And 
throughout Africa the Communists are trying to arouse the 
native people into revolt against the Western Europeans who 
still have political control of most of Africa. If there should 
be trouble there, that would break the contact between Eu- 
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rope and Africa, Africa being a large source of raw fnaterials 
for Europe. 

And then we come now, as we go around the globe, to 
Western Europe itself. And in Western Europe we find that 
there is in existence there one of our major foreign policies, 
the foreign policy that is called by the word NATO; NATO 
standing for North Atlantic Treaty Organization. The purpose 
there was to tie the Western European countries together with 
association from United States and from Canada so as to 
create there ‘a community which would be strong enough to 
deter any attack on Western Europe by the Red armies, 
This area of Western Europe has always been historically an 
area which was strong in the military sense. And the countries 
have quite a considerable military tradition. The trouble has 
been that in the past these Western European countries have 
used their military strength with which to fight each other 
and to bleed each other. Particularly France and Germany, 
as you know, have been fighting each other about once jn 
every generation for quite a long time. The present hope js 
that Germany and France will join in a single European de. 
fense Community and then we would have a situation where 
they could not fight each other and where their combined 
strength with that of their other Allies would make it uw. 
likely that the Red armies would attempt to invade Westem 
Europe. 

That’s a good idea, and it has had in this country bi- 
partisan support. Unfortunately the plan now seems to be 
somewhat stalled. And it seems as though some of the French 
people and some of the German people want again to go in 
their separate ways. That’s one of the reasons why President 
Eisenhower asked me and Mr. Stassen, who directs the 
Mutual Assistance program, to go to Europe this week. We 
want to look the situation over at first hand and see whether 
this trend to unity is on the upgrade or is on the downgrade. 

Let me say to you first of all that in this trip we are taking 
we are not going to make any commitments of any kind, sort 
or description. The problem of making commitments is for 
the Congress of the United States working in co-operation 
with the executive departments of the Government. We shall 
be there to observe and to listen but not to make any com- 
mitments. 

The United States has made a big investment in Westem 
Europe on the theory that there could be unity there. Of the 
40 billion dollars which we have sent abroad since the end 
of the second World War, almost 30 billions have gone into 
Western Europe. If, however, there were no chance, and that 
I just refuse to believe, but if it appeared there were no 
chance of getting effective unity, and if in particular France, 
Germany and England should go their separate ways, then 
certainly it would be necessary to give a little rethinking to 
America’s own foreign policy in relation to Western Europe. 

So you see that as we look around the world so far we've 
looked at Asia and we've looked at Europe, and we've looked 
at Africa, but then also we've got this Hemisphere to look at 
And we have to look at South America. Sometimes we're it- 
clined to take South America for granted. But the reality is 
that there are strong Communist movements in South America 
and Fascist influences in some quarters which are working 
away, largely underground so far, and they’re trying to 
destroy the traditional friendship between the people of the 
American republics. The past Administration has been so pre- 
occupied with some of these problems of Europe and Asia and 
Africa that I referred to, that I fear it may have somewhat neg- 
lected South America and taken it for granted that we could 
forget about South America for a time and then go back agail 
and find everything the same as it was before. But actually 
any such policy of neglect would lead tu growing danger. 

Well, you can see that there is plenty of trouble around the 
world; I’ve pointed out some of the high spots of trouble but 
there are many more. There are plenty of areas which are 
vulnerable to the political warfare which the Russians are 
waging, and if these areas were lost then the Russian Com- 
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munists would have largely completed their encirclement of 
the United States and be ready for what Stalin has called the 
decisive blow against us with the odds overwhelmingly in 
their favor. That’s a gloomy picture, but it need not and it 
must not discourage us. These Russian Communists are not 
supermen, and their strategy is not irresistible. I feel abso- 
lutely confident that we can make it fail. Now as I said I’m 
not going to attempt to tell you tonight in any detail what 
will be the foreign policies of President Eisenhower's Ad- 
ministration. It would be foolish to attempt to do that so 
quickly—it’s only a week ago today that President Eisenhower 
was inaugurated—but I think I can on the basis of what I 
know about him give you two indications as to the outline of 
our foreign policy, one negative and the other positive. 

Now first the negative one. We will not try to meet the 
Soviet strategy for encirclement by ourselves starting a war. 
Take that for certain. A few people here and there in private 
life have suggested that a war with Soviet Russia was in- 
evitable, and that we’d better have it soon rather than later 
because they said time is running against us. President Ei- 
senhower is absolutely opposed to any such policy, and so of 
course am I and all of my associates in the State Department 
and the Foreign Service. We shall never choose a war as the 
instrument of our policy. 

It says in the Bible, you recall, that all they that take the 
sword perish with the sword. And even people who do not 
accept that as a doctrine of faith, they should at least re- 
member that twice within our generation great and power- 
ful despots have taken the sword. Germany and Japan, for 
example, have taken the sword with seemingly overwhelm- 
ing power, only in the end to perish miserably. Now of 
course we know that our enemies do not have moral scruples, 
in fact they deny that there is such a thing as a moral law. 
They preach violence. Stalin has said and it is taught to every 
one of his Communist followers that the world transformation 
which they seek cannot, they say, be achieved without vio- 
lence. And Stalin went on to say that any who thought that 
their goals could be achieved peacefully have either gone out 
of their minds or are traitors to the Communist cause. 

We know that they’ve used violence, at least on a Jocal 
scale, in several countries of the world including Korea and 
Indo-China. They’re building up a vast military machine; 
they've rejected United Nations proposals for an armistice in 
Korea; and they’ve rejected United Nations proposals for 
effective limitation of armament. Therefore we ourselves must 
have a strong military establishment, and we should en- 
courage the creation of military strength among our friends, 
but the purpose is never to wage war but only to deter war. 
Not only shall we never invoke war to achieve our pur- 
poses but we shall try to the best of our ability to stop the 
wars that are now going on in the world, notably these wars 
in Korea and Indo-China. Today these wars go on because the 
enemy thinks he’s getting an advantage by continuing the 
war. I believe that General Eisenhower will find the ways to 
make the enemy change his mind in that respect so that they 
too will want peace. 

Now the other purpose of our foreign policy, and this is 
the positive aspect, must be to create in other people such a 
love and respect for freedom that they can never really be 
absorbed by the despotism, the totalitarian dictatorship of 
the Communist world. The Russian Communists, as I’ve 
pointed out, have swallowed a great many people to date, 
approximately 800 million, but you know there is such a 
thing as indigestion. People don’t always get stronger by eat- 
ing more; sometimes they eat more than they can digest and 
then they get weaker instead of getting stronger. And already 
there are signs of indigestion within the Russian Communist 
world. The purges and the trials that are going on in Eastern 
Europe, the wholesale executions that are going on in Com- 
munist China, all these things show the people are restive 
and are unhappy. The fact that the Communist rulers feel 
that they have to resort to these tactics of terrorism in order 
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to make the people do their will—that fact is a sign of weak- 
ness, not a sign of strength. And a great deal can be done to 
make these peoples, these captive peoples, retain such a love 
of freedom and independence and to bring such a love and 
determination to keep independence on the part of these 
peoples that I’ve talked about who are menaced that they 
can’t be swallowed and digested by Soviet Communism. And 
perhaps in time the indigestion will become so acute that it 
might be fatal. 

Now what’s our job and our task in that respect? Our job is 
to serve our own enlightened self-interest by demonstrating 
by our own performance, by our own examples, how good 
freedom is and how much better it is than despotism is. Now 
who can put on that performance, that demonstration to 
show that example? The only people in the world that can 
do it are you, the people of the United States of America. 
And it means that each of you has a task in foreign policy. 
Foreign policy isn’t just something that’s conducted by secre- 
taries of state and by ambassadors in different parts of the 
world; everyone of you has got a part in making a successful 
foreign policy for the United States, because whether or not 
we peacefully succeed will largely depend upon the demon- 
stration you make as to the value and productivity of liberty. 

You must work hard enough at whatever your task is to 
show that freedom is more productive than slavery. You must 
be resourceful and inventive enough so that our instruments 
of peace and, if need be, war are better than any that can be 
invented by the despots and their captives. And we must be 
compassionate and friendly and good neighbors, because 
people who are wholly selfish are never an attractive people. 
If each of you will recognize that you have a part to play in 
making freedom seem desirable, then all of us together will 
make freedom so sought after throughout the world that the 
Russian Communists will be bound to fail in their strategy 
of encircling us by swallowing up the rest of the world. 

The point I want to emphasize is that the heart of a suc- 
cessful foreign policy is our national conduct and example, 
and that is a matter for every individual and not just the 
diplomats. So far as your Government is concerned you may 
be sure that it will not be intimidated, subverted or con- 
quered. Our nation must stand as a solid rock in a storm-tossed 
world. To all those suffering under Communist slavery, to the 
timid and the intimidated peoples of the world, let us say 
this: You can count upon us. Together with the other free 
people of the world we can, I am confident, peacefully 
achieve an honorable peace. 

Now I suppose some of you are wondering whether the 
State Department can really be trusted to take a strong lead 
against Russian Communism. There have been some shock- 
ing revelations which showed that some Communists and 
sympathizers have found their way into high places and 
betrayed secrets—even that of the atomic bomb. I can as- 
sure you that all of the resources of Government, and that 
includes the FBI, are going to be employed to be sure that 
any such people are detected and cleaned out. I can promise 
you that our foreign policies, our new policies, will never to 
the slightest degree reflect any lack of faith in the ideals and 
the principles on which this nation was founded. 

And let me new in conclusion say that I believe that our 
foreign policies should be open so that you can know what 
they are and they should be sufficiently simple so that you can 
understand them and judge them and they should be suffi- 
ciently decent and moral so that they will fit into your idea of 
what you think is right. These principles of openness, sim- 
plicity and righteousness—those principles are those which 
are in accord with what used to be the great American tra- 
ditional foreign policy—that has been our great tradition and 
I am proud that we here in the State Department and in our 
Foreign Service will have a chance to carry on that great tra- 
dition and to live up to it. And in that way we shall, I think, 
deserve and I hope we shall receive the support, the confi- 
dence and the co-operation of the American people. 
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PLAIN TALK Galina 
yee eeu 

BY DAVID LAWRENCE MTT Tite 

WwW ITH CHARACTERISTIC ABILITY to penetrate quickly while our boys are being killed and wounded in Korea, 
to the core of a controversy, President Eisenhower The British press keeps criticizing our policy of sup- 

has sent his Secretary of State, John Foster Dulles, to port for Chiang Kai-shek as if this were military 
have a heart-to-heart talk with the leaders of the and economic help to a particular personality instead 
European governments. He decided not to wait for of to a cause that may some day light the fires of liberty 
the various foreign ministers and premiers to string and freedom on the mainland of China and free the 
out a series of visits to America over the next sev- people there from the totalitarianism of the Commu- 
eral months. nists. 

The taxpayers of the United States have been pour- Britain, moreover, doesn’t want any part in the Eu- 
ing billions of dollars into Europe and have supported ropean Defense Army. France doesn’t like the idea 
several divisions of American troops there in the be- either, because the Germans are in it. The German 
lief that this was one way to help to defend Europe socialists want neither a national army nor a European 
against a possible Soviet attack. Defense Army for fear of antagonizing the Soviet and 

But it turns out that the Europeans have formed delaying a return of East Germany to the fold. 
some misconceptions. Instead of uniting into an effec- It’s truly a mess. It is reminiscent of the bickerings 
tive alliance, they have come to regard American eco- between allies preceding World War II and of the way 
nomic aid as a sort of “boondoggle” and American Hitler moved forward to pick off the allies one by one 
troops as a permanent garrison. as they stood there in tragic disunity. 

The United States has looked to Europe to make an Stalin is doing the same thing now by infiltration. 
effective defense plan in which Germany, France, Brit- European socialists—in France, in Germany and in 
ain and Italy would join forces. If the American people Britain—talk the same line as the Communists. They 
“have been mistaken in that assumption, it is high time give the impression that America has some ulterior 
the air was cleared and an alternative policy formu- selfish purpose in giving military and economic aid 
lated. Secretary Dulles, in his remarkably frank to Europe—to make profits and bolster a war-made 
speech last week—which is printed in full text on pages prosperity. The slogan of the Democrats in the last 
105-107 of this issue—says: campaign—‘“You never had it so good’”—made a deep 

“The United States has made a big investment in impression on “left wing” writers in Europe. 

Western Europe on the theory that there could be unity Such an illusion sooner or later must be dispelled. 
there. Of the 40 billion dollars which we have sent That’s what Secretary Dulles has gone to Europe to do. 
abroad since the end of the Second World War, almost 
30 billions have gone into Western Europe. We have been dragged into two world wars be- 

“If, however, there were no chance, and that I just cause European diplomats failed miserably to weld to- 
refuse to believe, but if it appeared there were no gether the proper alliances which would have produced 
chance of getting effective unity, and if in particular a real equilibrium of defense power. We are threatened 
France, Germany and England should go their sepa- again now with the same failures of British and French 
rate ways, then certainly it would be necessary to give a diplomacy. 
little re-thinking to America’s own foreign policy in Are we to be dragged into a third world war because 
relation to Western Europe.” of similar mistakes? Are we to be confronted soon in 

America with a resentful tide of isolationism as political 

Here is a historic pronouncement of tran- capital is made in both the Democratic and Republican 

scendent importance to the world of 1953. The United parties out of the fact that Europe not only frustrates 

States wants allies but will not bear all the burdens of our positive policies in Asia but prevents us from being 
an alliance without the fulfillment of a commensurate of real help in the defense of Europe? 

responsibility by the other powers of Furope. American public opinion may become reluctant to 

Our alliance with Britain has been sagging. Britain pour out more troops and money due to Europe’s un- 
wants to trade with the countries behind the Iron Cur- willingness to face the facts of international life. We 
tain and, in due time, to admit Red China into the had thought we were part of an effective world alliance 
United Nations and hand Formosa to the Communists. against imperialism. But evidently we are not. 
The British are selling rubber—a strategic material—to It’s a time to build an effective alliance. It’s a time 
the Communists at the rate of 98 million dollars a year for plain talk. 
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-And First to Present 
this Scientific Evidence on 
Effects of Smoking 


MEDICAL SPECIALIST is making regular 
bi-monthly examinations of a group of 
people from various walks of life. 45 percent 
of this group have smoked Chesterfield for an 
average of over ten years. 
After eight months, the medical specialist re- 
ports that he observed .. ; 


no adverse effects on the nose, throat 
and sinuses of the group from smoking 
Chesterfield. 
CHESTERFIELD—FIRST and only premium 
quality cigarette available in both regular and 
king-size. 


Is Best 
for YOU! 


“Chesterfield te 
Cigarette | can 5 
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ry 'em—Th 
ey Sat 
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Millions See him on Tv’ 


the only 
Peak 
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S“Toast Of the Town’? 


and fread his famous column, 


LIGGETT & MYERS TOBACCO co. UiGGETT & mvens Topacco co. 
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CONTAINS TOBACCOS OF BETTER ‘QUALITY 
AND HIGHER PRICE THAN ANY 
OTHER KING-SIZE CIGARETTE 
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The Sign of a Good Whiskey 


The bold handwriting you see on the OLD TAYLOR 
label is not just a signature—it’s an endorsement. It’s 
the endorsement of Colonel E. H. Taylor, Jr., a man 
who pledged his genius to the development of fine 
Kentucky whiskies. Among the many he created he 
selected only one—OLD TAYLOR —as his master- 
work—and to it he proudly signed his name. 


©The Old Taylor Distillery Co., Frankfort, Ky., 1952 
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Jockey hitching posts that invited guests to 
tarry are an old Kentucky tradition. Like 
OLD TAYLOR—another sign of a good host. 








